DECISIVE MARKET PHASE AHEAD 


AN INELWAIND 
ALLSTREET 


ama BUSINESS ANALYST 













ies ee Lo eee 


50 CENTS 





OCTOBER 14, 1944 





Steel’s strength is needed now for war. In thou- 
sands of applications. 174 United States Steel labora- 
tories are working day and night to find still stronger 
steels. Better steels. When peace comes, you'll find 
these improved steels in many peacetime products. 
From fences to carpet tacks. Marked with the U:S'S 
Label you see here. Remember that this label is a 
guide to quality. Look for it. 


UNITED STATES STEEL 


* AMERICAN BRIDGE COMPANY »* 
CARNEGIE-ILLINOIS STEEL CORPORATION 


AMERICAN STEEL & WIRE COMPANY * 
* COLUMBIA STEEL COMPANY 
* CYCLONE FENCE DIVISION + FEDERAL SHIPBUILDING & DRY DOCK 
* NATIONAL TUBE COMPANY + OIL WELL SUPPLY COMPANY * 
TENNESSEE COAL, IRON & RAILROAD COMPANY + TUBULAR ALLOY STEEL 
CORPORATION + UNITED STATES STEEL EXPORT COMPANY - 
STEEL PRODUCTS COMPANY + UNITED STATES STEEL SUPPLY COMPANY 


UNIVERSAL ATLAS CEMENT COMPANY + VIRGINIA BRIDGE COMPANY 
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CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaze 
New York 20, N. Y. 
DIVIDEND No. 2 
HE BOARD OF DIRECTORS 
has this day declared the fol- 
lowing dividends on the capital 
stock of the Company, payable 
on November 15, 1944, to stock- 
= holders of record at the close of 
= | business October 16, 1944: 
= | Regular semi-annual cash divi- = 
= dend of 50¢ per share; and = 
Extra cash dividend of 50¢ = 
per share. 
Checks will be mailed. 
E. E. DUVALL, Secretary 
September 27, 1944 = 
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JOHN MORRELL & CO. 


™ DIVIDEND NO. 61 
A dividend of Fifty 
Cents ($0.50) plus an 
extra dividend of Fifty 
Cents ($0.50) per share 
on the capital stock of 
John Morell & Co., will be paid October 
28, 1944, to stockholders of record Oc- 
tober 14, 1944, as shown on the books of 
the Company. 
Ottumwa, lowa. George A. Morrell, Treas. 

















FOR ABOUT $5,000 
You Can Buy 
$8,000 yu. of Bonds 


Legal for Savings Banks or Trust Funds 
Paying $310 Annually 
Yield over 6% 


WRITE FOR INFORMATION 


Security Adjustment Corp. 


16 Court St., B’klyn 2, New York TR 5-5054 
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STOCK 
Portfolio 


for Income and Profit 
NITED Service this week is pre- 


senting a combination Profit- 
Income Portfolio for the small in- 
vestor. Five attractive low-priced 
Stocks—early Peace beneficiaries— 
are presented for appreciation. 


Yields up to 8% 


In addition the Portfolio includes 7 
sound Stocks for safety and income with 
yields up to 8% which also have inter- 
esting growth prospects. 

A copy of this valuable Portfolio 
will be sent gladly on request. 


Send for Bulletin MW-27 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ r Boston 16, Mass. , 




















Never Underestimate the Power of a Woman! 
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Nor the Power of the Magazine Women believe in! 


Based on the 40-year trend, there would naturally 
be as many women in the U. S. labor force by 1950 


as are now employed, even without a war. 
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The Trend of Events 


AFTER GERMAN DEFEAT ... The changes in our eco- 
nomic situation after the defeat of Germany have long 
been a matter of concern—and no little uncertainty—in 
the minds of all thinking people. That, along with the 
related uncertainty as to the duration of the Pacific war, 
is no doubt the chief reason why the level of the stock 
market, despite many limited ups and downs in the 
meanwhile, is today unimportantly changed from what 
it was in July, 1943, when the fall of Mussolini first 
focused serious public attention on the thought of the 
victorious termination of the war. 

The Government agencies, like the rest of us, have 
been trying to look ahead and. foresee the shape of things 
to come. They, of course, have a superior vantage point 
over civilian observers, though that doesn’t necessarily 
make the foresight of any prophet infallible. Recently, 
in a restricted report from which only limited parts 
“leaked” out for publication, the OWI summarized what 
can be considered the combined view of all the chief war 
agencies. It took the premise that the war in Europe 
would end before or not long after the close of 1944. 

This survey sees wide economic “dislocations’’—some 
of them “serious” in areas where war order cutbacks 
will have their heaviest impact—after V-E Day. But all 
references to unemployment are cautiously tentative. In 
lact, there is no estimate of maximum unemployment 
at any one time. It predicts that, roughly, 5,000,000 
people will be “changing jobs” in the twelve months 
after V-E Day, exclusive of perhaps an equal number of 
women, elderly people and youths who will withdraw 


from the labor force. But, on the whole, the official view 
is that the unemployment problem between conclusion 
of the German and Japanese phases of the war will be 
moderate and “manageable.” 

That seems to us well founded. Certainly continuing 
war in the Pacific, along with simultaneous and progres- 
sive reconversion to civilian durable goods production, 
will support much higher employment than we had 
before the war. The real employment problem will con- 
front us at a more distant time—just how distant having 
an important relation to the war with Japan—as we shall 
explore more fully in a special article in our next issue. 

Certain other observations in the OWI survey 
more open to difference of opinion. One is that inflation- 
ary pressures will increase after V-E Day and increase 
further, or at least still be with us, after defeat of Japan. 
We are not so sure of this, and are especially skeptical 
about inflation “pressures” after defeat of Japan. 


seem 


LABOR AND CAPITAL ... We have been setting many 
new records in this country. They include new peaks 
in production and in labor’s share thereof, as measured 
by wage earnings. In contrast the total dividends that 
American investors will receive this year are about what 
they were back in 1925-1926, and in ratio to produc- 
tion this distribution is among the lowest ever known. 

Looking at the record—and taking note of the increased 
militancy with which organized labor is now pressing fon 
further “‘gains’”—the fear of equity investors that they 
are on the losing end of a “class war” is certainly un- 
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derstandable, though it is perhaps exaggerated. It is one 
of the reasons why capiialist confidence in the future is 
not as strong as we need it to be, if we expect investment 
money to flow into job-making undertakings. Why that 
is so—and other implications of the new crisis in labor 
relations that now seems to be shaping up—are discussed 
in a special article on following pages. 

We think it desirable, however, to comment briefly 
here on two broad aspects of the “labor problem’ about 
which all citizens of good will—including those within 
the labor movement—need to do some clear thinking. 
One is that here, and in every country where labor is 
free, the philosophy of labor unions gives every appear- 
ance of regarding “profit” as anti-social, of regarding 
“capital” as an enemy, of opposing labor-saving mech- 
anization and of favoring limitations on production. The 
other is that the unions more and more rely on gov- 
ernmeut as the instrument through which—by political 
pressure—to obtain both higher wages and _ increased 
security. We can understand these leanings, but Labor 
needs to be reminded of some immutable realities that 
it seems to be forgetting. 

The simple truth is that under any kind of economy 
—including Communism—the living standards and the 
security of workers can be increased only out of increas- 
ing production. Which is to say, as the London Econ- 
omist recently did, that what matters most is the size of 
the cake, rather than just how it is sliced. Under any 
system it is only out of profits that capital can be cre- 
ated; and only out of the creation of capital that there 
can be expanding employment and a rising standard of 
living. 

In Soviet Russia the Government puts just as much 
emphasis on increasing output per man-hour as do pri- 
vate employers here, and for the same basic economic 
reason. In Russia, the most productive workers are paid 
more than less productive workers. In Russia the “profits” 
go to the State and thence back into more capital equip- 
ment, without expansion of which there can be no rise 
in living standards. In Russia, as here, the living stand- 
ard depends not on money income but on the goods and 
services money income can command. Here the profits 
go first to capitalist owners and investors—whereupon a 
portion goes back into the business stream through con- 
sumption expenditures, supporting jobs just as does the 
spending of wage income; but a larger part—if the in- 
ducements are adequate—goes into productive invest- 
ment, feeding expanding production and employment 
and thus raising the living standard of the people. 

If it’s looked at that way, it should be obvious that 
capital and labor are in the same boat. It can’t be other- 
wise. Under any system of production, what harms 
capital harms labor and restricts the living standard. 
There’s isn’t any magic wand that any government can 
wave. A government can promise labor a higher living 
standard but it can’t produce it. Only labor—and capi- 
tal—can produce it. 


MANAGED ECONOMY ... Ina public speech last week 
Francis Edward Evans, British Consul General in New 
York City, served notice that the British Government 
“will find it necessary for some time to come to maintain 
close control over raw materials and capital” in inter- 
national trade. 

That is no surprise. 
dence that Britain is 


By now there is abundant evi- 
moving quite definitely toward 


what the liberals called a “mixed economy” and what 
others call a managed economy; and it is very doubtful 
that this is merely an interim matter. Most of British 
industry prefers cartels and Empire preference to free 
trade. There is much criticism of the Bretton Woods 
monetary proposals because many object to the limited 
and indirect linking of sterling to gold—via its dollar 
relationship—that these proposals imply. British labor 
is pressing for more and more “socialization.” 

We seem to be pretty much alone in our hopes for a 
competitive, private enterprise economy after the war. 
Practically everywhere else the movement is toward more, 
rather than less, governmental intervention. ‘That is so 
in recently liberated France and the Low Countries. It 
has long been so in Spain, Portugal, the Latin-American 
countries. Though moderately, Canada is moving that 


way. It’s the only way post-war China can go. Centralf 
Europe? The one certainty is that capitalist democracyf 
is not foreseeable there as far ahead as anyone can look.f 
Certain American busi-f 


All of this makes us wonder. 
ness men demand that our Government 


sé 


take its hands 


off” foreign trade after the war. We wonder how thevf 


expect to make out in competitive trading in a world 
of managed economies. And if foreign realities make it 
necessary for us to have Government trade control, we 
wonder whether that would permit as much domestic 
competitive enterprise as we hope for. Finally, having 
observed the workings of “managed economy” in Ger: 
many and Russia for some years, we wonder why the idea 
seems to have so strong an appeal among so many people. 


THE AMERICAN DOLLAR... Most of us take the 


soundness of the American dollar for granted and as- 


sume that foreigners will never question it. But there 


were long periods in the past when the integrity of 
various major foreign currencies—since depreciated 


was equally taken for granted. So it is a good thing tof 


be reminded—as we were last week in a speech by Joseph 
C. Rovensky, a vice president of the Chase National 
Bank and a man of long experience in international 


finance—that the position of the dollar is, after all, notf 


immutable. 

The dollar, said Mr. Rovensky, will be used in inter- 
national finance and trade more than ever before. Ow 
money, as well as our technical equipment and manage- 
rial skill, will assist many countries—especially in Latin- 
America—in industrialization and economic expansion. 
Because of its importance in world relations, he added, 
“our first job is to make the dollar worthy of the posi- 
tion it occupies.” 

It is useless to preach that other countries must pul 
“their internal affairs in order’ if we are to have inter: 
national currency stabilization—when the United States 
Government has been operating on a deficit basis for 
fourteen years. How many more years must of necessit) 
be added to this long record, none can foresee. Clearly, 
to balance our budget without intolerable deflationar) 
consequences will be a monumental task of the future. 


THE MARKET PROSPECT .... Our most recent invest 
ment advice will be found in the discussion of the pro: 
spective trend of the market on page 6. The counsel 
embodied in the feature should be considered in connec 
tion with all investment suggestions, elsewhere in this 
issue. Monday, October 9, 1944. 


| the 
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As g See GL. BY CHARLES BENEDICT 


“AN EYE FOR AN EYE—A TOOTH FOR A TOOTH" 


Tuere has been great haggling and splitting of hairs 
about the interpretation of this biblical quotation, be- 
cause it has been taken at its face value on the one hand 
and, on the other, it has not been related to other bibli- 
cal philosophies designed to point the way of life. 

Since the Bible was written in parable and with sub- 
tlety, we cannot read it literally but must interpret its 
meaning in the light of the other teachings it contains. 

The Bible throughout tells us to leave vengeance to 
God and that human beings have been so created that, 
by our actions, we make heaven and hell upon this earth 
for ourselves. Philosophers like Emerson recognized 
this law of compensation as one of the really great truths. 

If any nation deserves punishment, it is Germany. 
How are we to.go about it? As sophisticated individuals, 
we know very well that there are no plans we can de- 
vise—no regulations that we can make—in which loop- 
holes cannot be found and which human ingenuity can- 
not circumvent. 

In the first place, hatred, revenge and the urge to pun- 
ish will dictate a policy which will inevitably lead to 
errors of judgment cee 








trices in the space of a few years. No—this should not be 
done! Nor should we follow the tenets of the Treaty 
of Versailles, which in its severity made another war cer- 
tain, so that in after years Germany gained sympathy 
everywhere and, with it, the huge sums necessary to re- 
build her economy and her war machine. 

This time we should approach the matter soundly 
and realistically, and make our plans with peace as our 
goal! Such an approach would be so objective that it 
would give us the correct answer to the great problem 
of what to do with Germany alter the war. 

The Germans are a highly emotional people with a 
Hair for fanaticism. They can be led to great spiritual 
heights under proper leadership—just as they can be 
dragged down to the depths of barbaric cruelty and 
degradation as Hitler has succeeded in doing. 

The type of German that evolves therefore depends 
upon the direction of this temperament, which poses a 
very hard question as to what to do with this genera- 
tion of Germans whose minds have been warped by the 
teachings of Hitler. How to give them a civilized point 
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in carrying out such 

a program. In the 

second place, the 
administration will 
pass on to future 
generations who 
might not feel the 
same way we do || 
about Germany, and || 
therefore will make — || 


changes that will 
frustrate the inten- 
tions of those who 


will sit at the peace 
table today. 

This was true of 
the framing of the 
Treaty of Versailles 
and the carrying out 
of its terms. So 
many errors of judg- 
ment were made in 
an attempt to de- 
vise adequate pun- 
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view! Is it pos- 
sible to train them? 
What plan can we 
develop for quaran- 
tining them? 

As far as the new 
generation is con- 
cerned, their educa- 
tion and develop- 
ment should be in 
our hands — defi- 
nitely. Come what 
may, this is the only 
step we can take to 
assure ourselves in 
the future of a 
Germany inclined 
toward peace. And 
to accomplish t his 

we must do more 
BP than wish or preach. 
—— oJ... We must act in ac- 
ae ; cordance with com- 
Fis ecient mon sense and wis- 
= aback ba sal dom rather than out 
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ishhment that the 

thoughts of peace and common sense were overlooked. 
Thus, when the Allies removed Germany’s rolling stock 
and great liners, they took over property that becamt 
obsolete, while Germany was forced to build new and 
modern equipment—giving her the edge and advantage 
later. 

This is bound to happen on a much greater scale if 
they should remove Germany’s industrial equipment for 
distribution among the Allies. It may give her a chance 
eventually to modernize and create an industry which 
can, with her mechanical genius, outstrip the other coun- 
OCTOBER 


14, 1944 


of revenge. 

Already while we are so busy planning what to do 
with a defeated Germany, new forces are stirring be- 
neath the surface. Japan—who has much to lose—is 
advising a beaten Germany to line up with Russia 
as the first step in forming a new Axis that will have 
no weak links—a Berlin-Moscow-Tokyo Axis. 

Such a possibility would dismay the world, for the 
future would be very dark indeed if this came to pass! 

It can be seen that the Western Powers are facing 
the most crucial time in their history; that they must act 
with the greatest possible (Please turn to page 55) 











Decisive Market Phase Ahead 


The averages are close to a test of the previous bull market highs. We be- 
lieve any advance above them would prove rather limited and probably 
would be followed by decline. Therefore, purchases for appreciation now 
appear generally lacking in adequate promise and are not recommended. 


BY A. 


The market at this writing has maintained a creeping- 
type rally since the middle of September or for a bit over 
three weeks. The Dow industrial average has made up 
5-96 points out of 7.54 points that were given up on 
reaction from July into September; while the rail aver- 
age has regained 3.22 points out of 3.82 points of pre- 
vious decline. The utility average has made a new high 
for the recovery period. 

The Magazine of Wall Street’s index of 283 represen- 
tative stocks is within a fraction of the previous high for 
the year. So are our indexes of 100 high-price and 100 
low-price stocks. New highs for the period since Pearl 
Harbor have been made by our averages of 15 high 
grade common stocks, 10 armament stocks, 10 medium- 
grade preferred stocks and 10 speculative preferred 
stocks. In further reflection of investment demand, our 
index of corporate bonds is also at a new high. 

The above facts seem unanimously bullish—as far as 
they go. They suggest an imminent test of previous 
highs in the broader stock averages. The technical “in- 
terpretation” will be relatively simple. If the industrial 
and rail averages make new highs, it will be that the 
July-September intermediate reaction has passed into 
history and that the major bull trend is “reconfirmed.” 
On the other hand, if the recent movement falters under 
increasing offerings, another reactionary phase—which 
might or might not be confined to trading range pro- 
portions—will be the probability. 

Unfortunately, there are times—and we believe this 
is one of them—when pat technical “signals” are of 
limited usefulness, or even no usefulness at all, as a 
guide to sound policy in the investment of money. It 
would be quite possible—probable, we think—for an 
extension of this rise to new highs to prove a limited, 
rather than a continuing, move; and therefore to pre- 
sent a better opportunity for distribution than for ac- 
cumulation. 

In the relatively small trading volume on this rally to 
date, as well as certain other evidence, there is a sug- 
gestion that recent strength has been due more to the 
lightness of liquidating pressure than to any dynamic 
increase in demand. It takes broadening demand to sup- 
port a sustained upward trend. The latter might, of 
course, develop; but in the existing economic-political 
setting we doubt it. It appears more likely that addi- 
tional rise would in fairly short order reduce investment 
demand and increase the willingness to liquidate. 

The idea that the “bloodless verdict of the market 
place” is always right and should be accepted by in- 
vestors is sheer nonsense. If it were always right, we 
would never have such “bullish—and utterly mistaken— 
extremes as the 1929 or 1937 highs, or the opposite 
extremes of the 1932, 1938 and 1942 lows. If it were 
infallible, we would not have had the sharp war “boom- 
let’ in September-October of 1939, followed within a 
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relatively few months by a 40-point nose-dive in the in 
dustrial average. 

Stocks always “look good on the tape” when they are 
going up; but sensible investors don’t buy on_ that 


tenuous basis. Speculators do—and very few of themf 


come out over the long run with more capital than they 
put in. It is common sense to weigh reasonably defin- 
able analytical values against prevailing prices; and to 
aim—even though full success is impossible—at buying 
stocks when they are down, not when they are up, and 
when they are discounting future earnings possibilities 
as liberally and as far ahead as appears to be the case 
today. 

True, one can still find a sizable minority of sound 
stocks which are priced reasonably, rather than ex. 
tremely, on the basis of apparently dependable dividend 
vields of 4 to 6 per cent. But these run mainly to con- 
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matter of fractions. Some investors need or wish to have 
their money always “at work.” If one emphasizes cur- 
rent yield, coupled with moderate longer-term apprecia- 
tion potentials, it can be had—and elsewhere in this 
publication we endeavor to cite stocks that will serve 
this purpose. But the other side of it is that the great 
majority of such stocks—as well as more speculative is- 
ssues—have been available at substantially lower prices 
than now prevail in each of the past ten years or so. 
Hence, whether “reasonable” or not, they are not cheap. 
|Where the object is to build capital, with income return 
a secondary consideration, we can only repeat that from 
an intermediate-term point of view—that is, looking 
sahead two to six months—the risk in present speculative- 
Finvestment purchases seems to us to outweigh the poten- 
tials for gain. ; 

Recently new highs for the year or longer were made 
by such stock groups as automobile accessories, dairy 
products, department stores, food stores, mail orders, 
rail equipments, soft drinks and variety stores. With 
the exception of rail equipments, they are all consumer 
goods “peace stocks.” Soft drinks are at an all-time 
high; auto accessories at the highest level since 1929; 
dairy products since 1931; department stores, mail order 
and variety stores since 1937. In short, they can’t be 
good buys for appreciation. More and more, they have 
been discounting the expected post-war consumer goods 
boom—which has an increasing chance of looking less 
roseate when it actually develops than many people seem 
to imagine. 

Peace in Europe now looks to be at least several 
months more distant than the hopeful consensus was 
ilowing for during the summer. If that is so, it neces- 
sarily will delay reconversion proportionately; and it 
may be noted that the War Production Board is already 
reversing some of its previous moves toward easing the 
restrictions on civilian production. Since the theme of 
the bulls is post-war civilian goods activity and tax re- 
lief—both hinging on peace—it seems to us that any 
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extension of the prospect of victory in Europe is not 
bullish but the contrary. 

On the war against Japan, the present official con- 
sensus in Washington is that it is likely to go on for 
at least 15 months after defeat of Germany and quite 
possibly for two years. This may or may not prove cor- 
rect. No one can know. But the possibility raises some 
very significant questions about our economic prospect 
—and the tax prospect. These questions, in fact, are so 
important that we are devoting a special article to them 
in our next issue. 

Suffice it here to say that protracted war in the Pa- 
cific would project a dual war-peace economy, releasing 
enough industrial capacity from war production so that 
a very important portion of the deferred demand for 
civilian durable goods and the export demand for re- 
construction goods would be made up before the defeat 
of Japan and while high Federal taxes are still in effect. 

If such proves to be the shape of things to come, the 
post-war “boom” could be something quite different 
from what speculative stocks have been so long dis- 
counting. 

Meanwhile, incident to readjustment after defeat of 
Germany, a very considerable interim squeeze on cor- 
porate earnings appears clearly to be shaping up. The 
factors making for this squeeze will be ceiling prices on 
the one hand; and, on the other hand, such influences as 
higher unit labor costs; an increased ratio of overhead to 
gross; increased selling expenses as civilian customers are 
sought; cost of re-tooling; cost of retraining factory per- 
sonnel for civilian durable goods production; a greater 
variety of products with shorter machinery runs per lot; 
inventory losses in some cases; lower ratio of sales to cap- 
ital investment and war-expanded floor space; and im- 
portant new competition in many instances. 

Despite all this, October may be a month of small 
market advance—discounting, or ignoring, the election. 
If so, we expect second thought to be taken thereafter, 
and perhaps sooner.—Monday, October 9. 
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Tuere is much conjecture as to the reason for the 
stock market’s indifference to good news as well as bad, 
and the former lately have greatly outweighed the latter 
category. But the market, while resistant to depressing 
news, is not responsive to favorable developments and, 
whatever the nature of the daily news budget, is reluctant 
to do much either way. 

The most popular explanation of this apathy has to 
do with reconversion uncertainties, generally viewed as 
a major deterrent to more decisive market action, and 
this is probably as valid a factor as can be found though 
acting perhaps in a more indirect manner than com- 
monly assumed. There is hardly any doubt that the end 
of the war in Europe and the prospect of partial recon- 
version, as such, are largely discounted marketwise as 
sufficient evidence has accumulated for some time fore- 
shadowing their relatively early incidence. Nor can it 
be doubted that the market is not ignoring the impli- 
cations of partial reconversion in terms of declining pro- 
duction, employment and national income. Neither 
collapse of the Reich nor transitional difficulties, when 
these events do occur, can carry much of the surprise 
element; both have been a normal expectancy for some 
time. 

It becomes increasingly evident, however, that what 
the market is wrestling with (and cannot make up its 
mind about) are the longer term implications of the 
war’s end, of reconversion and the general transitional 
pattern as it will affect our post-war future. ‘These ques- 
tions form a perplexing puzzle and the market (as every- 
one else) finds it difficult to penetrate the fog of uncer- 
tainty and come to clear-cut conclusions. In short, what 
is actually wanted is more light on the longer range 
future and until it can be had, it seems questionable 
whether we shall witness any decisive and fundamental 
market action either way. In other words, not before 
then shall we know whether we are headed for a bear 
market or whether there will be a revival of the bull 
market. 

Reconversion, while discounted as an early prospect, 
constitutes an essential factor inasmuch as its speed 
and smoothness of procedure will in decisive measure 
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determine the longer range economic picture. And it is 
this picture which the market is trying to get into focus. 
In doing so, there is acute awareness of the primary 
need of the post-war era, that is the need for a high level 
of production, employment and national income, in the 
interest of social and economic stability, and, let us add, 
national solvency as well. There are other factors, of 
course, but they remain subordinate in point of relative 
importance in proportion to their inability, or ability, 
to influence the main issue. 

The global war, when it is over, will leave us with a 
heritage of a huge public debt, a greatly swollen labor 
force seeking gainful employment, a vast accumulation 
of savings and a respectable backlog of deferred demand 
for numerous products. The problem of reconciling 
these basic elements, and transmuting them into prosper- 
ity, is no mean one. The great controversy, past and 
present, over how to do it is the best proof of its enor: 
mous scope and complexity. Unfortunately, no clearly 
defined line of action has so far emerged and this is the 
very core of the trouble facing us. 

Briefly, the assumption is that after the war there 
will be some 58 million people available for work, and 
this allows for two million still in the armed forces and 
frictional unemployment of some two million additional. 
To provide work for this tremendous labor force will 
require unprecedented peace-time production volume 
not only because this force is much larger than in pre: 
war years but also because of the considerable increas¢ 
in Output per worker, estimated at least 10% since 1940. 

Everyone is pretty well agreed that to tick smoothly, 
our economy under such circumstances must be geared 
to a national income of about $140 billion annually, 
meaning a gross national product of $170 billion, onl) 
about $go billion less than the war-time peak which at 
1943 prices is put at about $200 billion. This lower 
estimate of what will be needed for full employment is 
based on the belief that the hours of labor will decline. 
that an indeterminate number of workers (perhaps 2.5 
million) will have left the labor force and that addi- 
tionally, the average volume of output per man-hour will 
shrink somewhat owing to the fact that many workers 
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will return to trade and service occupa- 
tions, and other industries where output 
is less than in highly mechanized indus- 
tries such as most war industries. 

Were the gross national product to 


Relationship of Consumer Income to 
Consumer Spending 
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ously would never do. 

The war has demonstrated our enor- 
mous productive capacity and viewed purely from the 
production angle, no one seriously questions our ability 
to achieve a post-war national product of $170 billion 
although it would mean an output much larger than in 
any pre-war year. The great question mark is: Can we 
sell such an output? And here is where our troubles 
begin. 

The need for such large post-war production is clear- 
cut; it is mandatory if we are to maintain national in- 
come at a level sufficiently high to enable us to carry our 
public debt. Failing in this, we must either raise taxes 
which would throw us into a deadly deflationary spiral, 
or we must resort to inflationary debt financing. Both 
alternatives are equally undesirable but can we escape 
them? The crucial point is that we must sell this high 
output at a profit, not give it away in part, for that too 
would mean courting inflation. 

Presently, official post-war planners are busy con- 
cocting a complicated prescription for post-war prosper- 
ity. It calls for a level of business activity far above 
pre-war in any field; for a revamped tax structure which 
will discourage savings, encourage spending and invest- 
ment in productive enterprises; for a high level of farm 
income which will probably have to be underwritten by 
Government price supports and further insured through 
production controls and such devices as food stamp plans 
for disposal of surpluses; for expanded export trade, par- 
ticularly in agricultural products and heavy industrial 
goods, partly by means of Government credits and by 
accepting raw material imports (not needed) for stock- 
piling to raise foreign purchasing power in our market; 
for wider social security and unemployment insurance 
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benefits to bolster domestic purchasing power and for 
local, state and federal public works programs which 
would be held to a minimum in good times and stepped 
up when our economy begins to falter. In other words, 
a blueprint for a compensatory economy with a strong 
inflationary tinge. 

With the help of such a program, its advocates are 
hopeful that we can sell the high national output needed 
after the war. Let’s examine what it would mean in 
terms of production and in terms of required Govern- 
ment infusion of funds into the national income stream. 

Currently, the Federal Government spends for war at 
an annual rate of some $92 billion including lend-lease; 
of this total, expenditures for strictly armament and 
munitions are estimated at some $66 billion. In simple 
terms, the problem is how can these outlays, or a large 
part of them, be replaced after the war? Take the year 
1943 which is more nearly comparable with our post- 
war goal of $170 billion gross national product and a 
resultant $140 billion national income. In 1943, the 
gross product was $186.5 billion and national income 
$148 billion. Federal expenditures for war were $81.3 
billion or about 45% of the total national product. (To- 
day, the ratio is almost 50%.) In other words, almost 
half of the national product now required for our war 
economy must find peace-time outlets. This is practi- 
cally equal to the total national product of 1937 or 1939! 

The problem is aptly illustrated in the accompanying 
table, detailing national product and expenditures for 
various years and containing projected figures for post- 
war on basis of a $170 billion gross national product. 
One of these projections consists of figures published 
some time ago in the Federa! Reserve Board bulletin 
and admittedly rests on fairly optimistic expectations 
and, as its authors point out, is definitely not a forecast. 
The same applies to the alternate projection prepared 
for this article and based on somewhat more conserva- 
tive expectations which the writer feels are more in line 
with current thinking in business quarters. Both assume 
post-war Government expenditures (Federal, state and 
local) totalling $30 billion, leaving output of $140 bil- 
lion available for private use. 

To dispose of this output, the FRB projection relies 
rather heavily on private capital formation, totalling 
$27 billion and very considerably in excess of the 1941 
peak when industry, rapidly expanding for war produc- 
tion, spent nearly $9 billion for plant equipment, $2.», 
billion for construction and $3.5, billion for stocking in 
ventories while residential building came to $2.9 billion 
The FRB projection carries post-war residential build- 
ing at an annual figure of $7 billion, a rather generous 
estimate if we consider the imponderables which may 
affect our building boom prospects and also the fact that 
the previous peak level in 1926 of $4.59 billion, with an 
30% increase in building costs added, would still amoun: 
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| Consumption Expenditures in 
Typical “Backlog Industries” 
($ millions) 
1929 1937 1939 1941 
MANNE i i0's'o:s%aa esa cr $1,209 $923 $914 $1,357 
Floor coverings.........- 499 370 359 480 
Refrigerators, washing ma- 
chines & sewing machines 357 448 375 602 
Misc. electr. appliances... 144 [£167 187 284 
Cooking & heating equip- 
eae 302 258 248 385 
Household furnishings & 
equipment..........2+ 1,517 1,168 1.268 1.553 
Automobiles (new)...... 2.563 1,937 1.626 2.527 
Auto parts & accessories. . 422 302 305 437 
BGS RUNES. 05050050008 419 172 232 246 
RMS so cin sss ase scsees 22 14 16 24 
Radios, phonographs, parts 
Ee ee 907 381 402 609 
Musical instruments. ..... 107 61 63 100 
LC! 6 I Se $7,468 $5,201 $5,995 $8,604 




















to no more than $5.96 billion. Everything considered, 
the alternate estimate of $5 billion appears to us more in 
line with reasonable, and at that fairly optimistic, ex- 
pectations. 

Expenditures for producers durable equipment is car- 
ried at $15, billion in the FRB projection, and at $8 bil- 
lion in the alternate set of figures. They represent ex- 
pected outlays for deferred maintenance, modernization 
and plant expansion. Deferred maintenance is currently 
estimated at around $2 billion, leaving $6 billion for 
new plant and other equipment or about equivalent to 
such outlays in 1942. As the FRB points out, it is not 
possible to estimate accurately the volume of capital 
goods that will be produced though some idea of the 
potential may be obtained from consideration of the 
forces that will affect the demand for them. Clearly, a 
$15 billion volume could only materialize under ex- 
tremely propitious conditions which we hesitate to fore- 
see; moreover, it could not be maintained over a period 
of years. Numerous other factors could be mentioned to 
support this contention. War-time plant expansion has 
been very considerable and in a number of industries 
will obviate the need for further additions. Some are 
actually overbuilt, only a few underbuilt. We doubt 
whether potential volume can match or greatly exceed 
similar expenditures made in 1941. However, as we shall 
see later, the point is not of decisive importance to the 
over-all problem. 

Finally, restocking of inventories is estimated to result 
in outlays of $3 billion, and net exports are figured to 
account for $2 billion, both reasonable expectations al- 
though the export item can naturally be no more than 
a guess. This leaves available consumers’ goods and 
services of $113 and $120 billion respectively, according 
to which projection is regarded as the greater proba- 
bility. The real crux of the entire problem is how to sell 
this huge amount and it is highlighted by considering 
the following. 

A projected national income of $140 billion would 
mean a disposal income (after taxes) of some $125 to 
$127 billion, thus virtually the entire disposable in- 
come would be required to absorb available consumers’ 
goods and services of $120 billion. In the light of past 
relationships between consumer income and consumer 
spending, it is hardly likely that $120 billion out of total 
disposable income of some $125 billion would be spent. 
Such an expenditure in fact appears thinkable only if 
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there is a sharp decrease in taxes which would materially 
raise the amount of disposable income; at this time it 
appears problematical whether such a tax decrease can 
be reckoned with. 

The question, however, spotlights the vital dependence 
on tax reduction of the future level not only of national 


income but consumer spending as well. The smaller 
the national income, the higher must be the tax rate to 
collect the revenue needed unless we resort to inflation- 
ary fiscal policies. Conversely, the lower the tax rate of 
the individual consumer, the greater his disposable in- 
come and, presumably, his spending propensity. 

It goes without saying, however, that in order to 
dispose of available goods and services of $120 billion, 
the nation after the war must buy far more than ever 
before. FRB in its projection assumes that consumers 
out of disposable income of $127 billion may spend 
$110 billion, allowing some 13% or $17 billion to be 
added to savings. It further assumes the expenditure 
of $3 billion from accumulated savings, bringing the 


total outlay to the required $113 billion for absorption 


of a like amount of available goods and services. Of 
the latter, $18 billion would be spent for consumer dura- 
bles, $60 billion for non-durables and $35 billion for 


S- 





services, increases of 50%, 20% and 30%, respectively, 
over 1941 levels after allowance for price rises since that 
year. 

On basis of 1941 consumption trends which should 
closely approach the post-war pattern of consumer spend. 
ing, the alternate total of $120 billion of available con- 
sumers’ goods and services might be divided into the fol- 
lowing consumption pattern: Outlays for durables $12.; 
billion, non-durables $56.2 billion and services $36.2 
billion, while $20.1 billion or 16% would go into savings. 
The latter is probably too high and durable goods spend: 
ing conceivably somewhat too low, in view of the ex- 
pected emphasis on durables goods buying after the war. 
We have therefore reduced savings to a rate comparable 
with that in the FRB projection and proportionatel\ 
increased projected spending (Continued on page 53) 























Gross National Product and | 
Expenditures | 
Post-War Projec- 
($ billions) tions (V plus 2) 
1939 1941 1943 FRB Alternate 
National Income.... 70.8 96.9 148.0 140.0 140.0 | 
Nat. Gross Product.. 88.6 119.6 186.5 170.0 170.0 | 
WHEREOF: | 
Govt. Expenditures | 
RGRALD Sisiereieis-es'o e's 16.0 26.0 93.3 30.0 30.0 | 
Fed. Govt. (total)... 7.9 18.1 86.2 | 
CS ee ae 1.4 128 81.3 
Non-defence....... 6.5 5.3 49 
State & Local Govts.. 8.1 7.8 7.2 
Output available for 
private use:....... 726 93.6 93.1 140.0 140.0 
Private Gross Capital 
ormation:....... 10.9 19.0 22 27.0 20.0 
Construction:....... 3.6 5.4 17 7.0 
Residential......... 2.0 2.9 0.8 7.0 5.0 | 
WN a ae 5 1.6 2.5 0.8 2.0 
Producers durable 
equipment. ee clic; 8.9 3.4 15.0 8.0 
Business inventories.. 0.9 3.5 —0.5 3.0 3.0 
Net exports........ 0.2 10 —92.0 2.0 2.0 
Consumer's Goods & 
Services:......... 61.7 746 91.0 113.0 120.0) — | 
Prices eres 64 91 65 180 162458 
Non-durables....... 326 401 55.2 600 562(@ | 
SOIVILES .0 6.055 0:6:0:0.056 27 25:4 29:2 35.0 36:2) * 
*Leaving spending deficit of $11.4 billians 
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The Conflict Between Needs for Post-War 

















Buying Power and Inflationary Threats 


BY 


Tuis is the first war during which labor has enjoyed 
a large gain in real wages. In that notable respect it is 
something new under the sun. Contrary to popular im- 
pression, the relative economic position of wage workers 
was not appreciably improved within the World War 
period 1914-1918. 

_ What happened was this: The average hourly earn- 
ings of skilled and semi-skilled factory workers increased 
135 per cent and their average weekly earnings 128 
per cent during the period of war-time inflation, but 
virtually the whole “gain” was absorbed by the higher 
cost of living. However, at the lowest wage levels reached 
in the early post-war deflation labor retained nearly 70 
per cent of the war-time increase in hourly wage rates 
and 64 per cent of the increase in weekly earnings. These 
permanent gains in money income were translated into 
a large gain in real wages in subsequent years as the 
cost of living declined. 

In short, the First World War gave labor a claim check 
on the fruits of future industrial productivity, but it 
remained for the peace years to make the check good. 

The difference in the present war has been phenom- 
enal. In July, latest month for which Conference Board 
data is available, average weekly wage earnings in 25 
manufacturing industries amounted to $48.87. This was 
79.1 per cent above the level prevailing in August, 1939, 
just before start of war in Europe. After allowance for 
the war-time rise in living costs, real weekly earnings 
were 43.3 per cent higher than in August, 1939. 

The striking thing about this is not only the contrast 
OCTOBER 
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with 1914-1919 experience. Perhaps even more notable 
is the fact that during approximately four years of this 
war real wages increased more than they did in eight 
years of expanding industrial activity after the last war. 
From the depression year 1921 through 1929 the gain 
in real earnings was 19.5 per cent, considerably less than 
half of the 43.3 per cent figure heretofore cited for 
World War II to date. 

Organized labor perhaps is highly pleased with the 
“breaks” that it has had—but being pleased and being 
satisfied are not the same thing. Labor definitely is not 
satisfied with the status quo. Recently it has made the 
matter of national wage policy an issue of increasing 
agitation and debate. The real issue is no longer the 
“Little Steel” formula and wage stabilization, for it 
doesn’t have much to do with the relationship of pres- 
ent wages to the cost of living, It is of more basic sig- 
nificance than that. 

Labor is striving to “nail down” the largest possible 
part of its war-time gain in money income and to estab- 
lish now, while its bargaining power is perhaps strong- 
est, the highest possible structure of hourly wage rates 
as a partial offset to the coming decline in wage income 
as a result of shorter hours, loss of over-time pay, down- 
grading in jobs, etc. 

Quite naturally, the motive is self-interest; but candid 
avowal of it would not be good “public relations” policy 
for the unions. The drive for higher wage rates—and 
various other union objectives—requires a more appeal- 
ing coloration than group interest. So it is being put for- 
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inflation. Few in Washington seem to 
expect this. 
(2) Grant steel workers a “moderate” 
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ward as a drive to maintain “mass purchasing power” in 
the interest of post-war prosperity. 

There is good reason to believe that from this point 
of view the Administration is sympathetic, and that a 
change in its “wage thinking” is in the offing. How- 
ever, the question of when it will switch from the “anti- 
inflation” policy of wage limitation to the “anti-defla 
tion” policy of fostering higher wage rates is still uncer- 
tain as this is written. 

While politics may figure in the reckoning to some 
extent, it is only fair to emphasize that this can hardly 
be the controlling consideration, at least so far as the 
timing of wage increases is concerned. There is a more 
weighty reason that may make for further temporization. 
It is the uncertainty as to when the war in Europe will 
end—for that holds the answer to the question of whether 
we are near or still some months away from the begin- 
ning of the reconversion deflation whose impact the 
Administration and organized labor—and all of us, for 
that matter—would like to see mitigated so far as pos- 
sible. 

The Administration’s concern over inflationary po- 
tentialities is very genuine. Otherwise, in his very recent 
public speech, the Director of War Mobilization, ex- 
Justice James F. Byrnes, would not have taken this occa- 
sion of rising wage agitation to emphasize his conviction 
—without commenting specifically on the “Little Steel” 
formula—that present controls on wages, prices and 
rationing must be kept at this time; and that the “line” 
against inflation must be held until the danger of infla- 
tion has passed. 

Despite the fact that union spokesmen, headed by 
CIO Chief Murray, have confidently predicted that the 
“Little Steel” formula wuld soon go “out the window,” 
such evidence as we have suggests that the War Labor 
Board’s “public’ members, who have the controlling 
voice, continue thus far to believe that the present needs 
of inflation control should take precedence over the fu- 
ture needs for deflation control. 

This is not to say that they are certain to refuse any 
concession to labor’s demands. It is believed likely that, 
following well-established precedent in such matters, 
the issue will wind up in the lap of President Roosevelt. 
The writer will not venture any prediction of his deci- 
sion. Obviously, he might do any one of the following: 

(1) Answer with a flat no, and a new appeal for labor’s 
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increase, treating the matter as an in- 
dividual case “on its merits” and not 
to be taken as opening the door to gen- 
4 eral wage raising. The supporting argu- 
ment would be that steel profits justify 
the increase, that no increase in steel 
prices would be necessary and hence that 
‘ the decision does not break the anti- 
inflation “line.” Washington observers 
seem inclined to bet even money, or bet- 
ter, on this. By coincidence—or perhaps 
not—a nicely timed OPA study of steel 
costs and profits purports to make a case 
for just this policy. 

(3) The President might decide that 
the time had come to end the wage lim- 
itation policy and, on the “purchasing 
power” theme, to favor raising the wage- 
: rate structure generally as an “anti-de- 
flation” measure. Mr. Roosevelt is in a better position 
than the rest of us to judge, or guess, when peace may 
come in Europe. Unless he believes it is very near when 
the steel wage issue reaches him, this course seems doubt- 
ful to the writer. 

(4) The President might adopt an “anti-deflation” 
wage rate policy now but with the provision that the 
increases are not to go into effect until after the defeat 
of Germany. 

If the decision is on the basis of expediency, the most 
logical possibilities would seem to be either that out- 
lined under (2) or that under (4). If it were decided 
on the basis of economic plausibility it would more likely 
be (4). That would give labor what it claims now to be 
seeking: namely, a partial offset to shrinkage in “take 
home” pay when the war production cutbacks begin in 
a big way. On the other hand, it would avoid breaking 
the anti-inflation “line” while the war in Europe con- 
tinues. 
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The Matter of Inflation 


True, the supply of civilian goods will not be imme- 
diately, or even quickly, increased after the defeat of 
Germany. For this reason there’ll be continuing infla- 
tionary pressures until civilian supply is adequately 
increased—but in no event will price controls and ration- 
ing be suddenly ended; and these, along with the com- 
mon sense restraints on spending that our people have 
adopted voluntarily, have been the most effective brakes 
on inflation. With retention of price ceilings and ration- 
ing, the psychological environment after V-E Day will 
be less favorable to inflation than now. Finally, with 
wage income trending down despite the partial offset 
of higher wage rates—and with farm income also either 
receding or getting ready to do so—the economic pres- 
sure making for inflation on the purchasing power side 
would be less than now. 

It can be argued that the imposition of higher wage 
rates on industry at the very time that production is 
declining sharply would tend to aggravate unemploy- 
ment. That is true. If wage costs were jacked high 
enough to impinge greatly on the profit potentials in 
civilian production, that would kill jobs galore; and we 
might just as well get ready for the post-war depression. 
But so far as the effect of higher wage rates on post- 
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war employment is concerned, the central question is 
not whether they take effect now or after Germany is 
defeated but whether in an economic sense they are 
“valid” at all in application to civilian production. 

Either our prospective post-war economy will “sup- 
port” a higher industrial wage structure or it won't. If 
it won’t, the adverse effects of higher wage costs upon 
peace-time production, prices and jobs would be pretty 
much the same whether higher rates became effective 
now or after victory in Europe. The chief difference 
is that their deflationary impact on employment would 
be deferred as long as the Government is buying all, or 
a major part, of the output of all manufacturing indus- 
tries, and footing their wage bills out of taxes on the 
general public and borrowing. 


The Purchasing Power Theory 


Lhe “purchasing power” theory advanced to support 
the cause of higher wages has some merit—also some 
serious limitations. In any kind of an economy a rise 
in wages must be at the ultimate expense of the consum- 
ing public unless it is paid for out of increased produc- 
twity per worker, That's really the whole story in a nut- 
shell. It higher wages result in higher unit costs of pro- 
duction, one of two things must happen: (1) profits will 
be squeezed, there will be less productive investment, 
fewer people will be employed, employers will be unde: 
that much more pressure to seek reductions in unit costs 
through technological innovation wherever possible; or 


, (2) prices must increase, which is at the expense of real 


wages and the general living standard. 

Large as it is, organized labor is a minority group 
within the gainfully occupied population. There are 
large groups whose earnings can not be significantly 
increased through greater mechanized productivity or 


jotherwise. Therefore “purchasing power” gains for wage 


workers—if paid for out of increased prices—reduce the 
purchasing power of the considerably large numbers of 
consumers who make up the rest of our economic com- 
munity. 

Judging by past experience, the adverse consequences 
of wage increases that are economically excessive in scope 
or speed are somewhat more likely to be those of point 
No. (1) heretofore cited: namely, squeezed profits, less 
productive investment, increased unemployment and 
more intensive niechanization than those 





than in 1913—and there was an average of over 9,500,000 
persons unemployed. With respect to national prosperity 
and “full” employment—for which one of the key in- 
gredients is long-term expansion of productive investment 
—the record cited here does not make out a very good case 
for the “purchasing power” theory of wages as it is inter- 
terpreted by organized labor. It suggests that the gains ot 
employed labor since 192g—in which year unemployment 
averaged only 429,000—were partly at the expense of the 
rest of the community, partly at the expense of the un- 
employed. 

From 1929 to 1939 the output per man-hour in manu- 
facturing industries increased by approximately 32.7 per 
cent or an average of roughly 3 per cent a year, while 
hourly earnings of skilled and semi-skilled labor increased 
by about 21 per cent of 2.1 per cent a year. Here labor 
claims a point: its long-term gain in wage rates did not 
outrun man-hour productivity. 

Year to year, or short-run, changes in the productivity 
of labor are affected by many influences other than mech- 
anization. Only the average over a reasonably extensive 
period can be taken as an accurate measure of the rate of 
increase in productivity per man-hour through “tech- 
nological progress.” It appears, however, that—despite all 
the “ain’t science wonderful” developments of recent 
years—there is no significant trend toward acceleration ol 
the annual rate of advance in productivity. ‘The increase, 
for example, in three years from 1936 through 1939 was 
about 8.4 per cent or average of 2.8 per cent a year; while 
over the same three years average hourly earnings of wage 
workers increased 17.2 per cent or average of not fa 
under 6 per cent a year. 

Many reasons can be cited why job-making private 
investment was lagging in the pre-war vears. This is one 
of them: wage increases over double the advance in pro 
ductivity per man-hour during the three years just before 
the start of this war. During the three vears 1941-43 out 
put per man-hour increased 10.9 per cent or by an avei 
age of 3.6 per cent a year. This is only slightly above 
the normal increment. Over these three years, hourly 
wages increased 37.2°% or by 12.4 per cent a year. There 
have been many notable technical innovations in war- 
production but not all of these are applicable to civilian 
production. Where they are applicable, it will take time 
to realize the benefits as reflected in reduced unit pro 
ducing costs achieved. (Please turn to page 47) 





of point No. (2): namely, higher prices. 
We can, of course, have both in combi- 
nation. As a practical matter, however, 
in almost all industries the effort to 
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chiefly and first on No. (1), with higher 
prices the last resort. 

In the pre-war year 1939 real weekly 
wage income, on an average, had reached 
what was up to then an all-time high 
xactly 50 per cent above the 1913 level 
and about 16 per cent above the figure 
Mf 1929; while real hourly wages were 
"3 per cent above 1913 and 33 per cent 
ubove 1929. Isn’t that wonderful? Don’t 
he too hasty in answering that question. 
Let’s look at it a little closer. Such 
abor as had jobs had improved its posi- 
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By E. K. T. 


INTERNATIONAL commodity markets are being affected 
by the speculators, especially foreign, on a basis never 
before imagined and Washington authorities who could 
do something about it are weighing the value of a “Good 
Neighbor’ policy ‘that tends during wartime to build an 
inflationary price structure. The coffee situation nearly 





Washington Sees: 

Confusion so confounded as almost to suggest 
that some of it might be intentional has gripped 
the Capital once again. 


War surplus disposal and reconversion laws 
have been enacted and signed with an un- 
willing pen by the President, who added fuel 
to the flames of doubt by a scathing denuncia- 
tion of their potency. The inevitable result must 
be pressure from many sides to amend and re- 
vise, to open the path to special pleadings. 


And their administration will be affected for 
a certainty by the resignation of James F. 
Byrnes and the necessity of swapping horses, 
if not in mid-stream then at its banks. 


As if that were not enough, a bi-partisan bloc 
of Senators has set out to scuttle the program 
by attempting to make reconversion effective 
only where it benefits their constituencies—to 
junk the war plant of the industrial northeast. 
That drive is not taken lightly here. It has ap- 
peal—withal selfish appeal—to a large segment 
of the Nation. 


Added, too, is confusion stemming from polit- 
ical speeches and writings, suggesting wages 
can be raised, taxes lowered, the public debt 
paid off—all simultaneously. 


There are too many irons in the fire even for 
an ambidexterous politician to handle without 
searing. 
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brought the bad feeling into the open but was corrected 
in time—a matter of hours. High-placed government 
men believe a half billion dollars could correct the mar- 
ket and they’re wondering. 


DESPITE the fireworks which have been brought into 
the campaign it is increasingly obvious that the Dewey 
camp will try to win on the issue that a man Boss Pren- 
dergast lifted from anonymity shouldn’t get too close 
to the Presidential chair. Such an issue raises indelicate 
references to F D R’s health and could boomerang on 
that score. But the pace is quickening, Dewey is trail 
ing, and the G O P shows every sign of “shooting the 
works.” 


AMERICAN POLES aren’t convinced another partition 
of their homeland doesn’t lie ahead and, while the time 
is short, they will become articulate before election 
They could count importantly, too, in three key states- 
New York, Pennsylvania, Illinois; elsewhere could be a 
factor. But they don’t know where to mass their strength. 
Neither political party has offered an anchorage {oi 
Polish hopes and Stalin remains inscrutable on the point 


INDICTMENT of an officer of the Committee to Uphold 
Constitutional Government for refusing to reveal to 3 
House committee the names of donors to the work o! 
CUCG raises points of unusual interest. The Commit 
tee says its work is in promotion of a political philosophy 
but the House group says its shots have been aimed 
solely at the New Deal, even though no party and 1 
candidate have been overtly indorsed. On the outcom 
of the trial depends whether a dozen other related Com 
mittees must bare their records. 


INSURANCE companies can hold little hope that the 
Supreme Court will reverse its position and declare in 
surance is not interstate commerce and therefore not 
subject to the Sherman Act. What hope lies, reposes in 
Congress; and there’s little indication that the lawmaker 
will take positive action at this session. Regardless 0! 
the election outcome, there’ll be an unusually large num 
ber of “lame ducks” still around. They won't be in 4 
working mood and the legislative session for all practical 
purposes can now be counted dead. 
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No one has established who cast the first brick, but 
everyone in the Capital is agreed that the Presidential campaign 
will go into a whirlwind finish with no oratorical hold barred. 


On the basis of the record, F DR must be given the edge in the 
field of practical politics. 











Labor unions have arrayed imposing tables and graphs 
to support departure from the Little Steel formula, but the 
Department of Labor is ready to prove that living costs have 
risen 25.3 per cent while weekly earnings of salary and wage 
earners have gone up 51.3 per cent. 

















r On schedule, Donald M. Nelson resigned as chief of the 
War Production Board as soon as he arrived in Washington after 
a five-weeks visit in China. J. A. Krug, moved up from acting 


chief, takes over with a background of no experience in private 
business but an outstanding record of success working for the 


government. 

















Nelson’s new assignment is to promote world trade in this country's 
behalf. The job isn't easily described, because it is virtually non-existent. 


Nelson will do some traveling, conduct a few conferences, return to private 
enterprise. 














Local transportation is seriously threatened by increasing difficulty 
in maintaining services. The Office of Defense Transportation and the War 


Manpower Commission can see no ray of light in the sky settling over the winter 
months. Fuel delivery is involved. 








Government payroll is being slashed--sharply. In August, 35,000 persons 
were cut from the rolls. It wasn't intended, as a matter of fact, to cut 
down---the Civil Service Commission has requests now for 25,000 additional 
workers. 











"Peace jitters" has struck the government the same as it has hit 
private enterprise. The Pentagon Building, where the War Department houses a 
small city (35,000 persons) is losing 200 employees a day. Many, certainly 
not all, are school teachers and students returning to normal pursuits. 














More significantly, R F C is losing functions. Where that happens 
there is no replacement. Unless Congress appropriates specifically, the 
following activities will end January first: rubber development, metals reserve, 
petroleum reserve-—possibly even defence plant corporation. 














War Production Board, too, is quietly "disarming." Its conservation 
division will be one of the first to go. Office of Censorship will drop its 


entire border staff when Germany falls and that means at least 5,000 more 
off the Federal payroll. O WI will do the same; fold completely six months 
after Japan is crushed. 














Several top spots, notably in reconversion and surplus property, are 
unfilled. Prospective appointees don't want to take over with an election 
only weeks away. The occupational fatality rate is too high; private enter- 
prise too attractive just now. 











Rumors of retirement of Secretary Henry Morgenthau, jr., from the 
Cabinet have been revived as a result of his ill-timed suggestion that Germany 
be reduced to an agricultural state after the war. President Roosevelt will 


publicly repudiate before election, but Morgenthau is sure to stay until the 
ballots are counted--but possibly not long thereafter. 
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Fact of the matter is that Morgenthau didn't go as far as many close 
Presidential advisors would. His assertions were--as many of them have been 
in the past--unpolitic, untimely, and an invasion upon the premises of other 
government agencies, such as state, war and navy departments. 
Justice James F. Byrnes is making a fight against revision of the 

Little Steel Formula his swan song as Director of War Mobilization. It isa 
losing fight. But it typifies the Byrnes policy of ‘‘hold—the-line'' until 
the war is over. 









































The former Supreme Court justice takes a practical viewpoint, eschews 

the advice of ‘‘long—haired economists'' in public office. The latter, he 

says, ‘‘can always tell you what is going to happen after it happens.'' 
Current demands for standard rates on communications to foreign points 

have more to them than mere declaration of national policy. It means merger 

of communications companies; it means savings in business communication without 

which foreign business might be wholly neglected. 































For some unexplainable reason, a system has grown under which the 
United States pays disproportionate rates on international communications. 


Lack of monopoly is stated by some as the reason, government subsidy by others. 
But treaty provisions may hold the cure. 



























































































































Congress is about to break down and admit the possibility that all rs 
knowledge does not repose in its membership. The Smith Committee studying 
affairs of government agencies is building up a permanent staff of analysts 
and researchists, is suggesting that the policy be generally adopted. F 
Difficulty in interpreting congressional intent--in fact, congressional 
actions—-has been a fruitful field for the legal practitioners despite the 
fact that congress is overwhelmingly made up of lawyers. More carefully drawn 
laws would result, says the Smith committee, if left to skilled, objective 
draftsmen. 
The Russians have departed from the Dumbarton Oaks conference and the S ks 
Chinese have moved in. Just why the meetings had to be divided into two parts northh 
has never been satisfactorily explained. First, they deal not with war but cargo j 
with post-war; second it has been a matter of public notice for many months nomic 
that the United States and Britain on the one hand, and Russia on the other, ~ minim 
have joined to defeat the Axis. — 
or impe 
Underlying fact which our State Department prefers to let lie is that “eyes 
China's prestige, militarily and otherwise, is at very low ebb. egy 
1e j 
China is in deep distress after seven years of war. America's interest to thinl 
in a strong China is greater than that of any other member of the Allied sympatl 
Nations. That makes the new phase of Dumbarton Oaks more important—-potentially tary cli 
more costly--than what has transpired up to now. vdiplos 
Look for a spurt in army inductions as the war comes to a close-——not by this 
a close as soon as the facts indicated might be the case a few months ago. in diver 
Military services are going to need more men to service the process of returning age 
those who have borne the brunt of warfare. The new inductees will not be entina 
trained for the line. impositi 
The price for Senate seats has reached a high point, if reports to the sachs 
campaign expense investigating committee are supported by facts found in a sixth ($ 
study of the recent Arkansas primary. The job pays $10,000 a year or a total ica whic 
of $60,000 for a full term. One candidate reputedly spent in excess of $150,000  fperiod. | 
in Arkansas. And he didn't win at that. yoods, at 
measures 
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Aerial panorama of Buenos Aires 


ARGENTINA—Sour Note in Concert 


of South American Nations 


HOROTH 


BY V. L. 


Tue order of our State Department prohibiting the 
northbound American ships from picking up Argentine 
cargo and the instructions issued to the Foreign Eco- 
nomic Administration to restrict export licenses to a 
minimum, point to a further deterioration of relations 
between the United States and Argentina. The granting 
of import licenses has already been restricted for some 
time. Only a step separates these developments from 
economic sanctions. 

(he average American business man who is beginning 
to think in terms of post-war trade, though wholly un- 
sympathetic to the ultra-patriotic, swastika-stamped mili- 
tary clique, now ruling Argentina, is inclined to ques- 
tion the advisability of these steps, however effective as 
a diplomatic weapon, particularly since they are applied 
by this country alone. Serious long-range consequences 
in diverting permanently a part of our regular commerce 
with the River Plate Republic to other countries, might 
lollow a further deterioration of our relations with Ar- 
ventina and even more so, of course, the conceivable 
imposition of economic sanctions. 

In the years just prior to the Second World War, Ar- 
yentina was one of our best customers, taking about one 
ixth ($85 millions) of our total exports to Latin Amer- 
ica which averaged about $540 million in the 1937-39 
period. Last year, partly because of our inability to ship 
soods, and partly because of the imposition of restrictive 
measures, Our exports to Argentina dropped to about $32 
millions, and this year on the basis of the first six-month 
figures, they will probably fall below $30 millions. On 
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Moore-McCormack Lines 


the other hand, our imports trom Argentina in 1943 
were $145 millions or nearly twice as large as in the last 
pre-war years. Since the bulk of our imports from Ar- 
gentina, consisting chiefly of hides, corn, and wool, has 
been carried by Argentine and Norwegian ships, the 
import trade may be maintained near the present level, 
provided, of course, that Argentina does not withdraw 
its ships as a retaliatory measure. 

While Argentina is at present selling us about four 
times as much as she is buying from us, the post-war pos- 
sibilities point to a great expansion of our exports. ‘The 
country’s purchasing power has grown considerably, and 
it has been estimated that its national income, which 
before the war was about 10 billion pesos (around $2.5 
billions) has by this time doubled. Judged by the difh- 
culties of Argentine railways, public utilities and some 
of the industries to keep going, the deferred demand for 
machinery and transportation equipment, which were 
our principal exports to Argentina before the war, should 
exceed all anticipations. ‘There should be new outlets 
too, especially for motor cars, the highway facilities hav- 
ing been greatly extended in the last five years. Argen- 
tina’s post-war need of motor cars has been put as high 
as one million cars, which is about three times the present 
registration. 

Moreover, Argentina is one of the countries which 
will have ample transferrable resources with which to 
pay for post-war imports. Her gold and foreign exchange 
holdings have been built up during the war from about 
$450 millions in 1939 to almost $1,200 millions at the end 
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about Sweden or Finland which were 

7 i 2 " far more pro-Nazi in acts than Argen- 

Foreign Investments in Argentina in 1941 | tina. The Economist has been worried 

Bd | about the possibility of economic war 

Opens at penta) || between the United Nations and Argen- 

Belgian | tina, in which, the Economist feels, the 

Amer- and | former have much more to lose. It also 
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Packing houses. ........20.0++. 150 146 296 contract under which they were buying 
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| Policy Association Report ‘Argentina in Crises", May 1, 1944, Vol. XX, No. 4. despite various stumbling blocks, Ar- 

| gentine exports to Great Britain are up 


at record levels and may reach this year, 











of 1943. If the current rate of exports is maintained, the 
total for 1944 may come to 2.5 billion pesos (about $750 
millions), one of the highest figures on record. This may 
mean an addition this year to the existing gold and for- 
eign exchange resources of about $500 millions, an 
amount roughly equivalent to the possible export sur- 
plus. It is estimated that the combined resources reached 
the level of about $1.4 billions in July 1944. 

While the lack of enthusiasm on the part of our busi- 
ness for economic pressure on Argentina is undoubtedly 
due in part to the fear of disturbing our export chances 
after the war, the criticism of Sumner Welles, the former 
Under-Secretary of State, has also raised doubts as to the 
wisdom of our policy. Mr. Welles, whose insight into 
Latin American affairs is beyond question, argues that 
General Farrell, who heads the present Government of 
self-appointed army colonels, has misconstrued our policy 
as interfering with Argentina’s sovereignty. In fact, the 
General has already used it as a rallying point for his 
fascist-inspired Government, even though broad masses 
of Argentine people have been right along wholeheart- 
edly for the United Nations and democratic institutions. 

Perhaps a more sympathetic understanding of the psy- 
chology and of the intense native nationalism of the 
Argentino, who feels himself the logical defender of 
Latin American culture in the Western Hemisphere 
against the Anglo-Saxon, would have avoided many a 
misunderstanding. The seeming inconsistencies of the 
situation in Argentina can perhaps be best explained as 
symptoms of “national growing pains’ or of “tan adoles- 
cent resisting parental advice.” But, it must not be over- 
looked that the clique of extreme nationalists in power 
at present is violently anti-foreign capital and deluded 
by visions of Argentina establishing political and eco- 
nomic domination over her neighbors. We are facing 
the first Latin American imperialists. 

Since the problem of Hemisphere leadership and soli- 
darity has not complicated the British-Argentine rela- 
tionships, Britain’s policies toward the country have ap- 
peared more conciliatory, even though some of the 
anti-foreign capital measures of the Farrell regime, such 
as the expropriation of the British-owned Buenos Aires 
waterworks last May, have cut more into British interests 
than into ours. The British recalled their Ambassador 
as we did, but in recent months they have chided us for 
our attitude, pointing out that we have not done much 


if the first six month rate is sustained, a 
total of more than goo million pesos, some 200 million 
pesos more than in 1943. 

With imports from Great Britain only about half as 
large as last year, the pospects are that Argentina will 
accumulate this year an export balance of at least 800 
million pesos. In 1943, with an excess of exports to Great 
Britain of about 500 million pesos, Argentina’s holdings 
of blocked pound sterling in London rose by the equiva- 
lent of about 400 million pesos to a total of 714 million 
pesos (about £53 millions). Hence, chances are that by 
the end of this year the blocked pounds held for Argen- 
tine account in London will exceed £100 million. 


Anglo-Argentina Relations 


All this means that Argentina, in order to unfreeze 
the blocked sterling and at the same time to recover the 
credits built up through current exports, will be com- 
pelled to “buy British.” Or to put it the other way 
round, the British will have to increase considerably 
their exports to Argentina, not only to settle the blocked 
pound debt and to pay for current purchases, but also 
because they will be getting fewer pesos from their Ar- 
gentine investments with which to pay for imports. _ 

Although these investments were put at more than 51% 
billion pesos in 1941, as will be seen from the accompany- 
ing table, the interest and dividends that are being with- 
drawn were estimated by the Argentine Central Bank at 
only about 200 to 250 million pesos in recent years. 
There have been practically no returns from large rail- 
way and street car investments and since 1941 the more 
lucrative investments have been sold either to the Argen- 
tine or American interests. All factors taken into con: 
sideration, the British—if they want to maintain their 
purchases of Argentine goods at the pre-war level of 
about 700 million pesos and besides to repay their war 
debt—will be forced at least to double their pre-war ex- 
ports to Argentina. 

There is feeling in some quarters here, where the mem- 
ories of the pre-war conflict between British and Amer 
ican interests in Argentina are still strong, that the Brit 
ish are not particularly interested in seeing the misunder- 
standing between Buenos Aires and Washington cleared, 
so that they can entrench themselves in the Argentine 
market. British capital has unquestionably regarded the 
growing American interests in the country as a challenge 
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to its dominance. The truth is, however, that it was our 
capital, our machinery and equipment that really set 
Argentina on the road to economic emancipation. But 
the British must have realized by this time that the first 
and foremost aim of the nationalist Government in 
power at present is to shake off whatever hold their capi- 
tal still has, and that, moreover, the changes in the cred- 
itor-debtor relations are placing the Argentines in a good 
position to do so. Hence, they have, in the long run, 
more to gain by being with us than against us. 


Background Factors 


One may begin to explain the successful seizure of 
power by a group of fascist-inspired officers with anti- 
foreign capital predisposition by pointing out that the 
basic underlying factor was the change of Argentina from 
a semi-colonial economy, ruled by a group of feudalist, 
land-owning families and producing raw material and 
farm surpluses, into a modern, well diversified economy 
with a growing and prosperous middle class. 

There have been also a number of other forces at work, 
political, social and even psychological, all of which have 
contrived to make the situation in Argentina extremely 
complex and difficult to understand. In this connection, 
one is reminded of a story with which John Gunther 
prefaced the story of Argentina in his book “Inside Latin 
America.” According to him, a newly appointed Ambas- 
sador to Buenos Aires apparently met one of his col- 
leagues, remarking, “I have been here six months, and I 
understand nothing,” to which the other Ambassador is 
said to have replied: “My friend, I congratulate you. 
Your perceptions are quicker than mine. I have been 
here six years and I have now reached the same conclu- 
sion.” 

The change that Argentine economy has undergone 
is perhaps best illustrated by the contribution of indus- 
try to the value of national production. In 1942 it was 
more than twice as large as in 1935, and it now exceeds 
the contribution of agriculture, the share of which in- 
creased only about 25 per cent in the 1935-42 period. 
The manufacturing industries other than those based on 
the processing of farm products now employ over one 
million workers, or about 21% as many 
as they did nine years ago. 


sponsible for the building of railways, ports, public 
utilities, and for the general development of the country. 

However, a succession of agricultural crises resulting 
from declining farm prices gradually undermined the 
paradise in which the land-owning families were living, 
and with the breaking up of large estates came also the 
weakening of the power of the landed gentry over the 
Argentine economy. But the various crises had the very 
opposite effect on the establishment of manufacturing 
industries. ‘hese were being encouraged, partly because 
the peso devaluations made foreign goods too expensive 
and partly because the lack of foreign exchange forced 
the country to rely more and more on its own resources. 

The industrial expansion was accompanied by the 
growth of urban middle class which naturally opposed 
the policies of the landholding oligarchy. This opposi- 
tion was organized into the so-called Radical Party, and 
following an electoral reform in 1912, it was swept into 
power in 1916. Though the Radical Administration 
stayed till 1930, it was divided and weak, and, as it 
turned out, also quite corrupt and ready to participate 
in underhand deals with foreign capital. Since its oust- 
ing, the Radical Party, which came nearest to being the 
small people’s party, has been leaderless and tempo- 
rising. 

Once again in the saddle, the Conservative Party pro- 
ceeded to assure the country of the British market for 
surpluses of meat and corn. But the British, forced to 
make the best of their shrinking resources drove a hard 
bargain. It appears that the now famous Roca-Runci- 
man Treaty of 1933, had verbal clauses under which the 
British were given a practical monopoly of Buenos Aires 
City transit, a promise that no highways would be built 
to compete with their railways, and, finally, a low quo- 
tation for the pound sterling in terms of the peso in or- 
der to promote purchases of British goods. 

The concessions of the Conservative Party to the Brit- 
ish aroused the protests of native industrial interests, 
and among the younger generation the resentment even- 
tually spread to all foreign capital which they accused 
of interfering with the country’s growth and economic 
emancipation. Meanwhile the successive Conservative 
Administrations grew more (Please turn to page 50) 












































tomers and their capital had been re- 


OCTOBER 14, 1944 








Argentina has made herself into th 
second most iedade ier nation a DISTRIBUTION OF ARGENTINE FOREIGN TRADE 
Latin America (Brazil moved to the ak EXPORTS TO U.S.A., GREAT BRITAIN, GERMANY AND ALL OTHERS 
first place during the present war), not willy IMPORTS FROM US.A., GREAT BRITAIN, GERMANY AND ALL OTHERS 
only in spite of the lack of good coal 
and iron ore, but also in spite of the 3 “a - wi | 
opposition of the land-owning aristoc- s = - - 
racy. Organized with their retainers | 
into the so-called Conservative Party, | 
the land and beef barons ruled the a an wW WE WE u Wy wii 
country, with the exception of the Gite fA wit | 
Yrigoyen and Alvear <b la for a SS 7 | 
over one hundred years up to 1943, | 
most of the time by “fixing” elections, | 
there being only about three honest So) w vhs x 
elections in the whole Argentine his- ‘Ne w wv ~ 
tory. The landholding oligarchy has, 
a a rule, been for free trade and 
against industrialization, since it was otk Wh Wb ib bib ib ULL 
chiefly interested in cheap labor and Countries|] | fifi wil, GB: [WI Wil eilfy wi 
in selling farm surpluses. Moreover, me 3 amie 
the land owners were always pro-Brit- 1910-1913 1926-1929 1936-1939 1943 
sh, since the British were the best cus- EACH SYMBOL REPRESENTS 400 MILLION PESOS 





19 





| 
| 





SMALL COMPANIES WITH 


STRONG GROWTH PROSPECTS 


WARD GATES = 





BY 





Tre post-war business cycle is likely to be productive 
of a bigger crop of growth companies among smaller en- 
terprises than the period between the two world wars. 
During earlier phases of our economic development, pi- 
oneer industries, of which the past has seen many, usual- 
ly held best growth prospects and usually presented fair- 
ly clear-cut situations. Today, relatively few pioneer 
industries exist and above all, no new industry is in 
sight that might, in the post-war future, match the eco- 
nomic importance of the growing automobile industry 
after World War I. Rather, growth prospects today rest 
in the potentials of a multitude of new products, new 
processes and varied innovations in many fields and, 
perhaps even more important, in the outlook for a 
strong and permanent expansion of our economy as 
envisaged after the war. 

On this premise, we may expect the emergence of quite 
a number of genuine growth companies, that is com- 
panies whose earnings move forward from cycle to cycle 
and whose progress is only temporarily interrupted by de- 
pressions. What with the prevalent trend against further 
industrial concentration, it will be the smaller com- 
panies of today which will become the real growth com- 
panies of tomorrow. Growth of course is a normal ex- 
perience on the upswing of the business cycle, especially 
in a post-war era of high national income and large de- 
mand potentials based on sizable backlogs in many in- 
dustries. The acid test will come later when competi. 
tion begins to sharpen as the business cycle enters its 
downward swing. 

Today’s companies with growth characteristics may be 
divided into two main types: (1) Those active in indus- 
tries where genuine growth factors exist, that is prin- 
cipally new industries. (2) Those who will profit from 
and grow on post-war potentials leading to better en- 
trenched trade positions. 

In pioneer industries, rapid volume growth was usual- 
ly attended by heavy speculative losses to the investor. 
Examples are the radio, air-conditioning and early auto- 
mobile industry where earnings were kept lean either by 
heavy development costs or murderous competition. Rel- 
atively few such dangers appear to threaten in the fu- 
ture as in many fields, war-supported research has done 
much towards minimizing the development cost factor. 
Instead, we may increasingly face the peril arising from 
overexpansion in highly competitive fields. In the past, 
it was one of the most difficult things to determine when 
a company, or industry, passed from the pioneer stage 
to steady business growth. This difficulty of course will 
always exist; even today some vigorous expanding in- 
dustries have not yet entered the charmed circle of in- 
vestment maturity despite surface indications to the con- 
trary, often misleading. 

Fact is that in the search for real growth companies, 
the usual canons of sound investment analysis are not 
enough, such as past record, dividends, working capital 
ratios, etc. The investor must become a student of rap- 








idly changing situations, and research into the frame. 
work of business enterprise against its background of in- 
dustrial, technological and scientific changes is essential. 

In his search for reasonable freedom from risk of capi- 
tal, the investor must indeed look to the past but he can- 
not accept the past as the sole criterion. Under pro- 
pitious circumstances, the future as it develops may im- 
prove very considerably over the past, even a drab past, 
though there, too, may lurk danger. Some companies 
with apparent real growth prospects may become for @ 
time brilliant successes only to encounter later serious 
difficulties. This particular danger may be especiall) 
pertinent to the post-war era when a temporary sellers 
market may indeed produce a goodly number of “bril. 
liant successes” who later find it difficult or impossibk 
to stabilize operations on a satisfactory basis. ‘Vhere is 
no question that with the advent of the post-war era, the 
scene is set for many fundamental changes, affording 
eventually a clearer idea of where real growth companies 
may emerge. Reconversion will produce a good many) 
important shifts in industrial boundaries and for a time 
the outlook will be greatly obscured. As far as man) 
smaller companies are concerned, their’s will be onc im 
portant advantage. They will get off to an even star 
with the leaders of their fields, perhaps even to an earliel 
start, and where demand backlogs are large, they are in 
a position to establish a market for their goods poten 
tially greater than pre-war. 

For a while, demand almost certainly will be in exces 
of the ability of a given industry to supply immediate) 
or without too great delay, and smaller companies should 
benefit accordingly as goods-hungry customers will tum 
to less well-known products rather than wait until the 
big leaders can catch up with demand. This may be 
especially true in the automobile field where the lead 
ers may have to yield a larger share of the post-war mat 
ket to the smaller independents. The same will probabh 
happen in most other consumer durable goods indus 
tries, providing a unique opportunity, if proper! 
grasped, for many smaller companies whose _pre-wal 
record was either stationary or marginal. —Thus General 
Electric and Westinghouse, the two electrical giants, ma’ 
get a relatively smaller share of the market for the wid 
range of appliances they make while smaller manufac 
turers may forge ahead in the scramble for goods. ‘Ther! 
are other lines, no doubt, in which the industry leade 
for sheer inability to supply quickly the enormous de 
mand may lose some of his pre-war advantage over run 
ner-up competitors. Small but progressive companie 
well managed and well financed, will have a rare chang 





post 
sum 
the 
tren 
desp 
If t 
over 
In 
first 
is fa 
for 1 
must 
stren 
gress. 
Whi 
of de 
made 
Aft 
panieé 
tered 
been 
they 1 
indicz 
vast 2 
polici 
tell tk 
may | 
pands 
dising 
than ¢ 
anothe 
will bi 
scramk 
change 
compa: 
The 
many § 
durabli 
gained 


— 


> 
3 





for sound expansion and retention of the resultam 
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Other likely beneficiaries. are companies which cal 
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post-war should tend to make earning power in the con- 
sumer durable goods field less explosive than before, and 
the fluctuations of the business cycle relatively less ex- 
treme unless our economy should get badly out of hand 
despite the intensive planning aimed at greater stability. 


ties and the financial strength that generally came with 
active war business. The latter in many cases should 
make it possible for many to compete far more effective- 
ly with the bigger rivals. 

In the automobile field, such independent producers 



































If the latter bears fruit, retention of post-war growth as Studebaker and Nash-Kelvinator—the latter having 
over the longer term is a far more likely possibility. the additional advantage of fairly wide diversification in 
In looking for real growth opportunities, we must the consumer durable goods field—will find the situation 
first Of all look for industries where the demand trend ready-made. Both have ambitious plans for increased 
_ ff} is favorable, that is, expanding. This is fundamental, post-war output which in view of the size of the demand 
~ — for no company can grow in a declining industry. We _ backlog should not be difficult of realization. The crucial 
must look for differential advantages as to financial problem will be to retain all or part of the advantage 
strength, modern and flexible plant, progressive and ag- thus gained over the “big Three.” Can it be done?- Past 
ne F gressive management to exploit the opportunities ahead. experience would argue against it but past experience 
in — While persistence of financial strength during periods can no longer be taken as the sole criterion. There are 
ial. of depression is a favorable factor, it can no longer be more positive factors. One is the strong expansion trend 
‘pk — made a major criterion as in the past. expected in our economy; another is the prevalent ten- 
an- After all, circumstances have changed. Many com- dency against further industrial concentration. Also, 
10 f panies which fared badly during the depression and en- these companies benefitted materially from war experi- 
1m tered the war period with questionable finances have ence, both financially and technically. They are, when 
ast, F been able to recoup to a marked degree. After the war, the war ends, in a better position to compete with their 
nes} they may do far better than their pre-war record would major rivals and with competent management should 
1 @— indicate. Finally, when the post-war race to supply the _ be able to translate all these factors into definite and per- 
ous vast accumulated civilian needs begins, look for price manent growth despite keener competition later, when 
ally F policies, for they perhaps more than anything else may the great buying rush has spent its force. 
Hers tell the investor where genuine and permanent growth Similar opportunities exist in the automotive parts 
bri F may be expected. Declining prices even as volume ex- field, paralleling of course those in the automobile in- 
il pands is the touchstone of efficiency and sound merchan-_ dustry but markedly bolstered by the diversification 
© KF dising but the decline must reflect lower unit costs rather trend long noted in this field. Such companies as Clark 
the f than cutthroat competition. Successful diversification is Equipment, Houdaille-Hershey, Parker Rustproof and 
ling} another element making for growth and stability. Much Spicer Manufacturing should have no difficulty in “con- 
GF will be done along this line after the war and the un- firming” their earlier growth trend. Here, broadening of 
1an)} scrambling of American industry may produce profound _ the earnings base by wise diversification has been an im- 
mf changes. The post-war cycle will prove whether such portant factor. Budd (E.G.) Mfg. is an outstanding ex- 
1an\— companies moved in the right direction. ample, perhaps, of the potentials of companies whose 
iit} The post-war era presents a unique opportunity to pre-war record holds relatively little distinction. The 
sta} many smaller manufacturers, especially in the consumer company’s war experience has been unique, leading to 
rlielf durable goods field, able to profit from the experience marked technical and financial improvements, and the 
re M§ gained in war manufacture, from enlarged plant facili- company is looking forward to considerably higher post- 
Olen 
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‘1 thef |! 
I th | Avge. Book Avge. 
ry be Capitalization Sales Sales Working Capital Value Net Net 
lead $ millions ‘ per Sh. per Sh. per Sh. Price Range 
€ Debt Pref. Common 1936-39 1943 1939 1943 1939 1943 1936-39 1943 1936-39 1944 
mar || Apex Electric............645. —— 0.552 0.287 8614 9.159 1.500 1.941 $29.36 $30.43 $2.07 $2.39 4214. 854 2314.13 
babhf || Alles Plywood................ — 1.250 1.845 3.194 (8.963 1.370 0.873 27.10 11.91 1.47 3.41 2914-6%* 147%- 934 
DADNT || American Bosch...........0... ——-  —— 0.692 546 = 50.090 1.809 4.092 6.76 12.47 d0.73 1.94 37%- 354 1954- 74 
nidusf || Allied Stores...... 2... ..0.055 20.430 21.903 1.676 106.541 203.718 27.317 42.067 33:49 17.70 1.04 3.17 21%- 415 92 -1415 
SD cg secxescns cokes 8.655 9.870 5.471 32.692 116.626 7.308 16.806 10.93 887 d011 0.89 15%-2% 12%. 5% 
perf || Bohn Aluminum... ........22. — — 1,762 15.189 74.456 5.160 5.583 25.43 38.86 3.05 6.18 634-1535 597-45 
‘aif || Chicago Flexible Shaft......... — — 0.899 8188 10.036 2.941 4.533 26.12 36.95 7.64 6.42 8055-3315  383;-34 
re-Wall || Container Corp.......+-..-.0.. —_ — 15.625 29.654 1.163 4.709 6.386 24.45 30.64 1.54 2.80 3734-955 2754-20 
onerall || Camber Comp........cecccceceee 1.443 —— 0.406 13.222%(b) 27.829 3.126 4.974 13.37 13.48 0.23 1.73 67%4-7% 1914-1956 
Clark Equipment.......-.--++++ —— 1.792 4.811 10.595 77.036 4.033 7.790 35.81 4837 286 9.94 48 -1054  4734-35% 
3, Nal |] Dresser Mig. (a).......-- 2-00 0.450 —— 3.350 5.723 2.499 2.339 5.233 16.15 28.90 2.55(e) 5.53 1734. Ga) 4214-2814 
sid | General Fireproofing........... ——, 0.752 1.518 7.768 23.368 3.440 5.317 1860 31.52 2.05 1.75 2535-9 9114-1456 
> WIG) Gait, Robert.......... 3.782 4.377 1.133 15.362 26.576 1.662 3.083 23.39 5.46 O12 0.55 1534-2 514. 2 
nulacf|| Houdaille-Hershey “B" — — 9271 17.223 2.663 5.790 8.557 1485 9.01 1.48 1.53 33 -6  1834-13% 
Lee Rubber...... — =, 0.680 12.777 25.236 6268 8.674 35.72 51.45 3.43 6.48 3754-93, 4456-35 
Ther aytag...... ——_ 3.486 1.406 13.898 15.686 | 4843 5.951 462 (5.57 0.44 0.15 211-355 1114. 414 
adel || Master Electric............ +» 2900 —— 0.250 3.672 90.1 1.672 4.650 10.39 14.49 237 3.20 98%-1115 99 -95% 
leade}|| Minneapolis-Moline..........- 10.988 0.700 14.160 40.851 10.259 12.689 20.57 25.90 0.18 1.42 165%. 2 94. 6% 
us def|| Mengel Co......-..scceecees 1.455 3.261 0.417 8.673 24.817 3.245 4.929 19.42 12.43 dO.22 1.40 1635-3 15%. B15 
McGraw Electric. ..........+05 — — _ 0.472 6.001 9.503 2.709 3.409 826 1062 2.78 211 27 -10 3234.97 
 TUDp|| Mullins Mfg. “BY... 2... 5.000 1.438 0.546 7.662 1.604 . 1.094 7.974 9.00 601 025 1.01 19%-4 10%. 4% 
- [|| Nash-Kelvinator............... ——  ——_ 21.455 69.068(b) 184.936 21.447 33.495 8.97 11.41 d0.32 0.96 2454- 5(b) 1784-114 
panies}! Norwalk Rubber.............. — _ 0,438 0.202 2.631 : 0.863 1.064 5.66 446 031 0.65 6%- 136 - 
chancf|| Oliver Ferm Equipment......... 1.500 —— 13.665 20.726 30.864 14.674 21.354 59.62 79.64 3.03 5.26 73 -1456 5814-45 
Parker Rust Proof.........++++s 0.016 1.073 1.894 3.960 0.902 1.965 5.54 6.76 220 1.81 38 -11%  2316-18% 
sultanf]] Rheem Mig...........0....005 1.655 2.605 0.643 6152 54864 1.124 5.521 11.14 10.65 1.65 1.82 20%. 934(b) 1814-13 
Sparks-Withington......-.-..-+ —— 0,363 2951 5.164 20.014 1.793 2694 339 443 0.07 0.64 9%-114 1%. 4% 
2 6g eeetpreregen — 1 0.421 6,702 45.710 2.877 4.212 «11.54 16.96 3.50 497 4834-16 3837-3314 
CE iiirssoncevevscsyee — — 2315 66.275 364191 12.952 229645 9.72 14.57 0.47 1.23 20 -3 2014-13% 
Zenith Radio..........0...005 — — 3.609 18.157  40.051(c) 3.968 6.371 13.32 1832 248 3.63 4334-9 4415-3334 
cal 
<i 2 *Before 2 for 1 split. a—Incorp. in Dec., 1938. Therefore avge 1936-9 figure is the figure for 1939. b—1937-1939,} c—1942 Sales. 1943 notreported. 
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war operations both in the automotive and the railway 
passenger car field. For Budd, the post-war cycle should 
mean definite growth and progress, leading to a per- 
manently higher earnings base and confounding those 
who would have the past, and the past alone, govern the 
future. 

Bohn Aluminum and Doehler Die Casting are other 
examples of companies operating in fields where con- 
tinued growth is indicated. In light metal fabricating, 
die casting, alloy casting and powder metallurgy (Fan- 
steel), even roller bearings, growth trends are unmis- 
takable and progressive companies should benefit ac- 
cordingly. The coming of age of the aircraft industry 
under the tremendous impetus of war has much to do 
with intensification of this trend. 

In the air-conditioning field, an industry now definite- 
ly out of the pioneer stage, Carrier Corporation and 
York Corporation may finally reap the rewards of long 
and unprofitable pioneering work despite expected keen 
post-war competition. With heavy development expenses 
largely a thing of the past, both should henceforth fare 
better. The post-war scramble for installations promises 
to be heavy and this should enable them to become fur- 
ther entrenched in their trade positions vis-a-vis bigger 
rivals. 

Perhaps most typical of growth potentials furnished 
by war-time factors and the prospect of a broader econo- 
my are the opportunities facing the electrical appliance 
industry whose products are commonly regarded as the 
hallmark of a high standard of living. If post-war na- 
tional income is to expand some 60% over pre-war, this 
industry in particular is bound to aim at, and retain, a 
considerably broader operating base, for such appliances, 
former semi-luxuries, quickly become necessities. Com- 
panies like Chicago Flexible Shaft, Master Electric, Mc- 
Graw Electric should find it easy to top permanently 
their pre-war earnings growth. Others like Servel, Sparks- 
Withington, Sylvania Electric and White Sewing should 
be able to improve their pre-war record and retain at 
least some of the gain. To companies like Maytag and 





Electric range plates, now scarce, will be produced in volume 

after the war, contributing to growth potentials of the elec- 

tric appliance industry, which envisions a tremendous pent up 
consumer demand for household equipment. 
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Eureka Vacuum Cleaner Co., the war has given a new 
lease on competitive life. The past record of both has 
been erratic and Eureka’s financial position remains 
doubtful. While it is hardly likely that either will ever 
become a genuine growth company, they may do better 
than before if promotional activities are successful and 
management alert. 


The Radio Industry 


The radio industry as such can no longer be viewed 
as a pioneer industry but despite enormous volume 
growth, the industry is still far from investment maturity, 
While companies such as Philco, Zenith and Hazeltine 
have attained a measure of earnings stability, others like 
Radio and Crosley have been highly disappointing from 
the investor standpoint. Most of these companies, barely 
out of the radio pioneering stage, have entered television 
and electronics, other pioneer fields. Thus while they 
may finally begin to capitalize on their long and costly 
activities in the radio field, the results may yet be com- 
promised by the uncertainties surrounding the new fields, 
already highly competitive. These companies therefore 
still have to demonstrate their ability to show sustained 
satisfactory earnings and genuine growth prospects are 
bound to evolve slower. On the other hand, it must be 
noted that it will take relatively little to better their 
spotty pre-war record and the favorable demand outlook 
plus technical and scientific progress during the war form 
a favorable background for such improvement. Radio 
Corporation already is a huge enterprise and as such out- 
side of the scope of this article. Zenith probably holds 
best growth prospects among the smaller runner-ups, 
thanks to aggressive management and intensive research 
especially in television and frequency modulation. 

Hardly less complex is the competitive scramble in 
the Plastics industry, another popular growth industry. 
While there is undoubtedly a marked growth trend in 
the use of plastics, it will on the whole mainly benefit 
larger concerns where plastics usually are just one of sev- 
eral lines. Few companies, such as Catelin Corp. and 
some other relatively small enterprises, are exclusively 
active in the plastics field and in view of the consolida- 
tion movement constantly going on, it is difficult to pre- 
dict their growth potentials except in a very general way. 

What with large deferred demand for farm machinery, 
good export prospects and the growing trend towards 
mechanization of agriculture the world over, Oliver 
Farm Equipment and Minneapolis-Moline stand a good 
chance for permanent improvement, provided that post- 
war volume can be kept at a level high enough to over- 
come the leverage of relatively high overhead character 
istic of equipment companies. Due to the latter and the 
cyclical character of the business, the past records of both 
companies have been on the erratic side. The demand 
outlook now is such that not only growth but greater 
stability of earnings in the post-war era is a likely pos- 
sibility. As in all equipment industries, demand is de- 
rivative and one must look to the fortunes of the con- 
suming industries to gauge the outlook. Agriculture, in 
this case, is certainly in a position to buy, at least domes- 
tic agriculture, fattened by high war-time farm income 
and protected by expensive price supports against any 
radical decline in cash income. Above all, the world- 
wide trend is towards greater mechanization of the farm- 
ing process to offset rising labor costs. Domestically, this 
trend is pronounced and may become more so as mech: 
anization looms as the only real solution of our agricul: 
tural price dilemma. It is a (Please turn to page 52) 
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The Glass Industry—as Peace Nears 


BY WARREN 


‘y 
1 HE glass industry has two major divisions, container 
glass and flat glass, the latter being sub-divided between 
window glass and plate glass. There are also, of course, 
miscellaneous lines, such as glass building blocks, insula- 
tors, spun glass, optical glass, and various new types being 
developed by the research laboratories. In the domestic 
flat glass industry Pittsburgh Plate Glass, Libbey-Owens- 
Ford and American Widow Glass produce about 
three-quarters of the total output, while the first two 
companies also make about 90% of the plate glass. The 
container group includes Owens-Illinois, Hazel Atlas, 
Thatcher Mfg., Anchor Hocking and Lynch Corp., 
maker of automatic glass-blowing machinery. 

The leading glass companies have enjoyed better-than- 
average earnings records as compared with other indus- 
trial groups, and being conservatively capitalized most 
of them enjoy investment status, despite the highly 
cyclical character of the building and automobile indus- 
tries which they largely serve. 

Examining the record of the flat glass industry first, 
we find that the two major products—window and plate 
glass—are about equal in annual dollar value, though the 
actual quantity of window glass is three or four times 
that of plate. The construction industry takes over three- 
quarters of the output of window glass but only 10 or 
20% of all plate glass, which goes principally to the 
automobile industry (miscellaneous items amount to 
about 10% of the total). During the 1920’s production 
was stimulated by great activity in the building industry, 
while in the 1930’s production of plate glass was favored 
by increased use in automobiles and by state regulations 
requiring the use of safety glass. 

Despite the cessation of activity in both the residen- 
tial building and passenger automobile industries dur- 
ing the war, there have been huge glass requirements 
for ships, planes and other military equipment, together 
with civilian replacement demand. In June this year 
plate glass production was 57% larger than in 1943, 
though only half the 1941 figure. While window glass 
OCTOBER 


14, 1944 


BEECHER 


Statistics are not available, heavy production in that 
branch of the industry is also indicated. Since transi- 
tion manufacturing problems should not be great, the 
industry is also expected to fare well in the early post- 
war period until it catches up with the big backlog of 
demand in the building and automobile industries. 

The glass industry during the past decade has become 
increasingly active in research fields. Corning has formed 
alliances with Dow Chemical, Pittsburgh Plate Glass 
and Owens-Illinois (with jointly-owned subsidiaries) to 
promote research and develop new products. Glass 
blocks, already used for ornamental building purposes, 
have special insulating qualities for use in air-condi- 
tioned buildings, effecting substantial reductions in heat- 
ing and cooling costs. Glass fibers are used increasingly 
for insulation and heat resisting qualities. While glass 
fabrics are still in the curiosity stage, they may in future 
compete with some other textiles for certain uses, due 
to their fireproof and waterproof qualities. Even win- 
dow glass may have a greatly expanded field for use 
because of the aggressive campaign to improve insula- 
tion in windows by using a double pane of glass. Of 
course during the war there has been a special demand 
for storm windows. 

The container branch of the business has benefited 
during the war by the decreased production of tin con- 
tainers, increased home canning of fruits and _ vege- 
tables, etc. Production of containers grew from 
5,000,000,000 units in 1934 to nearly 7,500,000,000 in 
1937, in 1943 exceeded 13,000,000,000, and this year 
will show a further substantial gain. Of course, this 
includes a considerable volume of war work. Tin sup- 
plies will again be freely available after the war. On 
the other hand new products and methods developed 
during the war should aid the container industry when 
peace comes. 

Control over the use of glass containers has recently 
been relaxed by WPB, with foods and chemicals on an 
“unlimited” basis. All jars for home canning are now 
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. cause of the fact that earnings are largely 
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unrestricted and food packers have greater leeway in 
the use of glass containers. 

We comment as follows on individual stocks: 

Pittsburgh Plate Glass is the largest maker of plate 
glass (largely sold to the automobile industry) and one 
of the three largest makers of window glass. Carrara 
structural glass and mirrors are also produced, and the 
company has a half interest in Pittsburgh Corning Corp., 
maker of glass building blocks. Flat glass, however, 
accounts for only half the company’s sales as it is also 
an important paint and chemical producer. The Colum. 
bia Chemical division is a heavy producer of chlorine 
soda-ash, caustic soda, calcium chloride and_ related 
products. 

The company, which is identified with the Mellon 
group, maintains a very strong financial position with 
no senior securities, and cash equivalent to nearly twice 
total debts. The earnings record is quite stable, though 
there was a very slight deficit in 1932 and 1938 earn- 
ings dropped to $3 compared with $8.53 in the previous 
year. Profits in recent years have been running between 
$6-$7 and this appears likely to continue so long as 
present conditions prevail. Normally about 70% oi 
profits are distributed to stockholders, which has resulted 
in some irregularity inethe dividend rate, though the 
record of payments is unbroken for forty-four years. 
The relatively low yield reflects the investment quality 
of the stock. 

Since the company is closely tied in with the auto- 
mobile industry, and profits usually fluctuate with sales 
(prices being generally stable), continued prosperity 
over the next two or three years seems likely. Opera- 
tions of the paint division should also be bolstered by 
renewed building activity as war work slackens; and 
the chemical division is showing rapid growth. 

Libbey-Owens-Ford ranks second in the plate glass 
industry and leads in window glass. The company’s 
contract to supply glass to General Motors was extended 
to 1945, and auto sales account for some 60% of the 
total. Factories are located favorably in relation to raw 
materials, fuel and leading markets. The company is 
active in special fields such as Thermopane, an insulat- 
ing glass, and Plexiglas, a transparent plastic. While 
earnings recovered sharply from the small 1932 deficit 
they have been less favorable in recent years, though 
dividend dispersements have remained generous. Net 
dropped sharply in 1942 but is expected to recover 
to around $3 this year. 

Apparently the company was slow in replacing its 
lost automobile business with war contracts, but is now 
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1937 and dropping to $813,392 in the 
following year. Net income has reflected unsatisfactory 
profit margins, deficits having been reported contin- 
uously during 1930-35 and again in 1938-9 and 1943. 
Despite this drab showing, the company -had a fairly 
good financial position at the end of 1943 with a current 
ratio of nearly 5 for 1, and no debts other than current. 
It was recapitalized in 1941, new preferred being issued 
in exchange for the old preferred and class A stocks, so 
that arrears on the present preferred amount to only 
about $3. 

Shatterproof Glass Corp. is a small Detroit company 
incorporated in 1939 to produce safety glass. Sales have 
increased substantially but share earnings remain small 
and the current position shown by latest balance sheet 
was only fair. 


The Container Division 


Turning to the container division of the industry: 
Owens-Illinois Glass Company is the largest domestic 
producer, turning out about two-fifths of the industry's 
entire production. It caters to a number of industrics 
including food, drugs, milk, liquor, beer and soft drinks. 
In addition to containers, the company makes other glaos 
products, plastics, metal containers and corrugated and 
wood cases. A subsidiary which it and Corning Glass 
control jointly makes glass fibers and fabricated products. 

Owens-Illinois has investment status, due to its excel: 
lent record of stable earnings and dividends. However, 
while cash has increased substantially in recent years, the 
current ratio (two to one) is lower than for Pittsburgh 
Plate Glass and Libbey-Owens. $15,000,000 debentures 
issued in 1937 to repay large capital expenditures wer 
retired last vear leaving the common stock as the sole 
capitalization. 

The WPB is currently expected to lift its curb on the 
production of glass jars, it is reported by members of the 
industry at their annual convention, which will permit 
the industry to take care of rising inventories. Owens: 
Illinois should benefit along with other producers. How: 
ever, this stock lacks attraction on a dividend yield basis 
of only about 3.4 per cent 

Hazel-Atlas Glass Co. is the second largest in the con- 
tainer industry. About half the company’s business is in 
food products containers, but the balance of the output 
is well diversified among various industries such as cos- 
metics and drugs, home fruit jars, table and miscellan- 
eous glassware, metal and glass closures, etc. The com- 
pany’s profits and dividends have been unusually stable. 
the present $5 rate having been maintained since 1933. 
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The stock has also been quite steady marketwise. The 
financial position is very strong, cash being four times 
all debts at the end of 1943, while the current ratio was 
over eight for one. Capitalization consists of 434,409 
shares of stock. 

The company’s stable sales and income have probably 
been due in part to two factors—its important position 
in food containers, and its patent royalties. The Gov- 
ernment’s anti-trust suit against Hartford-Empire Co., 
Corning Glass Works, Owens-Illinois Glass Co., Hazel- 
Atlas Glass and other companies will be re-argued before 
the Supreme Court on appeal in October. The Court 
said it did not wish any further facts on alleged viola- 
tions of the trust laws, but did want specific information 
on decrees issued by lower courts and on the objections 
of the defendants. 

Royalties payable to, and participation in net income 
receivable from Hartford-Empire Co. under the 1932 
agreement, (which terminates next January) were in- 
cluded in Hazel-Atlas’ income statement prior to 1941, 
but have been excluded in 1941-3, pending termination 
of long-standing litigation. Income from Hartford-Em- 
pire has been impounded by the U. S. District Court 
since 1941. The whole patent situation is so involved 
that it can’t be briefly described, but adverse outcome of 
the litigation might encourage new competition. The 
patent situation, therefore, detracts somewhat from the 
company’s otherwise strong position and good outlook. 

Anchor Hocking Glass was formed by a merger of An- 
chor Cap Corp. and Hocking Glass in 1937. The glass- 
ware division, which accounts for 85% of sales, is 
divided between food products containers and miscel- 
laneous lines, including tableware, drug and cosmetics 
glassware, etc. Caps and closures for hermetically sealing 
gkass food containers make up the remaining 15% of 
sales. Profit margins are rather narrow in the latter field. 

The company has outstanding 34,436 shares of $5 
preferred stock and 715,550 shares of common. While 
cash has increased sharply in recent years, the current 
ratio has declined, being only 1.9 to 1 last December, 
while cash exceeded debts slightly. Share earnings have 
shown irregular gains in recent years. Dividends, paid 
since 1929, have been held to a conservative level. ‘The 
company is not directly involved in current anti-trust 
litigation affecting the industry. 

Earnings for 1944 are estimated at $2.20 a share o1 
about 10% over 1943. While only 15c quarterly is paid, 
it is expected that this will be supplemented by the usual 
year-end 4oc extra. While the stock does not enjoy as 
high investment quality as some of the other glass issues, 
its position has improved in recent years and a more lib- 
eral dividend policy may be forthcoming after the wan 
(present payments are less than half of earnings). 

Thatcher Manufacturing Co. is known as the milk- 
bottle company. Its annual capacity, is about 166,000,000 
bottles, used principally in the East, and accounting for 
about half the total national output. The bottles are 
made with automatic machinery, licensed by the Hart- 
ford-Empire Company, which owns the basic patents. 
Ihe company is therefore involved in the current litiga- 
tion involving the industry’s patent position. About 15°; 
of sales are obtained from other lines such as glass for 
packers, liquor companies, and other industries. 

While sales have shown good growth in recent years. 
earnings and dividends have been highly irregular. 
Earnings increased to $4.47 in 1937 but dropped to 59¢ 
in 1940, and in 1942 a deficit of 79c was reported. In 
1943 a modest comeback permitted earnings of 86c a 
share. The company’s troubles rose from lower profit 
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margins due to competition with paper milk containers, 
though the situation has now temporarily improved due 
to the paper shortage. Due to this factor and the in- 
creased demand for packers glassware and liquor bot- 
tles, earnings this year may advance to the $3 level, it 
is estimated. Dividends were resumed in June this yea 
with a 50c payment, the first in four years. 

Due to the company’s lack of diversification and special! 
competition, the stock obviously lacks investment appeal, 
but the sharp changes in earning power in recent years 
lend speculative interest. The stock more than quad- 
rupled its 1942 low of $5, but at present is substantially 
below this year’s high. 

Lynch Corp. is one of the principal makers of auto 
matic glass-blowing machinery, used for producing bot- 
ules, tumblers, jars, building blocks, etc. Special machin. 
ery is also made under contract for a wide variety of 
industries, including glass wool, glass fiber, plastics, con 
tainers, etc. Owens-Illinois is the company’s biggest cus- 
tomer and under normal conditions there is a good 
volume of foreign business. While the company is small, 
it occupies a strong trade position due to ownership of 
basic patents, and no deficits were reported during the 
1930s. Earnings have been slightly irregular, but divi- 
dends have been maintained for some years at the $z 
level, compared with current earnings estimated around 
$3. Capitalization consists of only 150,000 shares. The 
stock offers an attractive yield considering the past record. 

Corning Glass Works is an important company mak- 
ing pyrex and other special glasses, but the stock is 
closely held and the concern does not publish financial! 
statements. It has close affiliations with other large glass 
companies for research and development purposes. 

Jeannette Glass makes special kitchenware, with net 
sales around $3,000,000. The company appears to b« 
over-capitalized, and the financial position is not very 
strong. Deficits were encountered in 1937-9. 

U. S. Glass Co. makes pressed and blown glassware. 
with sales around the $2,000,000 level. Deficits were 
encountered throughout the period 1936-41 but $1.01 
was carned in 1942. 





units in one of the 
plants of the Pittsburgh Plate Glass Co. 


A section of the grinding and polishing 





Shifts in Investment Trust Holdings 


ay 3. :&. 


P ORTFOLIO changes of investment trusts have al- 
ways commanded a good deal of interest among investors 
although that interest necessarily has to remain more 
or less academic since as a rule, little or nothing is known 
as to the exact timing of such changes or the reasons 
behind them. 

The latest survey by the National Association of In- 
vestment Companies covering portfolio changes of 86 
investment trusts during the first half of 1944 is no ex- 
ception. It highlights the disposal of substantial blocks 
of oil stocks but despite this liquidation, oils still ac- 
counted for nine of the fifty individual stocks most 
widely held at mid-year. We do not know when and 
why oil stocks have been sold but we do know that it 
does not reflect a uniform policy. 

The net result of both purchases and sales by 86 invest- 
ment companies covered in the survey were decreases in 
holdings by 104,300 shares of Pure Oil, 38,800 shares of 
Standard Oil of California, 13,500 shares of Phillips 
Petroleum, 8,500 shares of Standard Oil of Indiana, 77,- 
700 shares of Continental Oil, 15,500 shares of Texas 
Co. and 17,300 shares of Standard Oil of New Jersey. 
However, the stock to show the largest decline in hold- 
ings was Paramount Pictures which was off 106,000 
shares or nearly one-third. Other popular equities in 
which sales have predominated this year include U. S. 
Steel, Montgomery Ward, International Nickel and Com- 
monwealth Edison. Some reduction in holdings of de- 
faulted rail bonds was also noted. 

Rubber manufacturers, automobile accessory compan- 
ies, banks and utilities were the principal groups in 
which purchases exceed sales by a good margin. Hold- 
ing company preferred issues predominated in the utility 
group though combined holdings of North American 



































Stocks in which Investment Company Holdings 
were INCREASED 
Shares Shares 
STOCK Added STOCK Added 
General Motors..... 4,800 Greyhound......... 24,300 
North American..... 50,700 Great Northern pfd... 18,700 
Union Carbide....... 3,000 Guaranty Trust....... 2,130 
TEU sass sess 12,400 National City Bank... 24,000 
LS eS 6,250 Borg Warner........ 9,100 
Commonw. & Southern Amer. Pwr. & Lt. pfds. 15,900 
|. eee 6,000 Standard Brands...... 34,000 
Goodyear.......... 14,100 Elec. Pwr. & Lt. pfds.. 5,000 
Goodrich........... 1,000 Elec. Auto Lite...... 4,200 
LS Rubover. s..<. 0 12,400 
Stocks in which Investment Company Holdings 
were DECREASED 
Shares Shares 
STOCK Reduced STOCK Reduced 
Standard Oil of N.J.. 17,300 Loew's..........4.. 12,800 
Montgomery Ward... 18,700 Pure Oil............ 104,300 
MRE. uth s00500.6 8,2 Standard Oil of Cal... 38,800 
General Electric..... 12,400 Atchison........... 10,300 
International Nickel.. 25,500 Phillips Petroleum.... 13,500 
Texas Company...... 15,500 Standard Oilofindiana 8,500 
Paramount.......... 106,000 Commonwealth Edison 15,000 
oe BOC EEE: 8,150 United Aircraft...... 3,900 
Continental Oil...... 77,700 Chesapeake & Ohio.. 3,500 
Ub SSS aa 25,600 
| Source: National Association of Investment Companies 
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common increased by over 50,000 shares, showing the 
biggest net gain for any single issue. Net gains were 
further reported for Borg Warner with 39,100 shares, 
Standard Brands 34,000 shares, Greyhound 24,300 shares, 
National City Bank 24,000 shares and Great Northern 
Railway preferred 18,700 shares. 

More shares of North American Co. were held by in- 
vestment trusts than of any other stock and such hold- 
ings had a greater value—$26.30- millions—and were 
equal to 16.6% of the outstanding North American 
stock. Altogether, 1,421,680 shares are held by 47 in- 
vestment companies. 

Incidentally, not all oils were sold. Gulf Oil, for in- 
stance, as the lone exception was acquired with a net 
increase of holdings of 12,400 shares. Based upon the 
number of individual companies which hold the issues, 
the ten common stocks most popular with investment 
company managements as of June 30 were the following: 
Standard Oil of New Jersey, Montgomery Ward, Gen- 
eral Motors, Chrysler, North American Co., Socony 
Vacuum, General Electric, Deere & Co., American Gas 
& Electric and Union Carbide & Carbon. 

In the motion picture field, apart from Paramount, 
Loew’s was also sold on balance, though to a much 
smaller extent. 

In point of market value of shares held, the following 
equities, in the order given, were among the leading 
issues: North American, Standard Oil of New Jersey, 
Chrysler, General Motors, Montgomery Ward, Sears Roe- 
buck, Texas Company, Deere & Co., Commonwealth & 
Southern $6 preferred, Loew’s, Gulf Oil, du Pont, Ameti- 
can Gas & Electric, Union Carbide and Kennecott Cop- 
per, with dollar values ranging from $26.30 million of 
North American holdings to $9.95 million of those of 
Kennecott. 


Evaluation Made Difficult 


In evaluating the changes enumerated in the fore- 
going, the reader must of course consider that since they 
cover the period of six months ended June 30, they do 
not necessarily indicate current opinion regarding the 
industries or specific securities mentioned. Nor do they 
give any clue as ta the motive that led to their selling 
or buying. Nor may such motives have been the same 
in the case of every investment company that decided 
to reduce its oil holdings. One may have done so to 
realize profits while another—for any number of rea- 
sons—may have wished to reduce the accent on oil stock 
holdings for the sake of diversification elsewhere. On 
the other hand, the net increase in holdings of Gulf 
Oil, a company known for its policy of retaining a high 
percentage of earnings, may well have been due to tax 
considerations, quite apart from the favorable longer 
term potentials generally attached to this leading oil 
producer. 

Another thing to keep in mind is that the study dis- 
cussed in this article was based upon 50 stocks most 
widely held by investment companies, the combined mar- 
ket value of which accounts for only 30% of the total 
assets of the funds analyzed. Many purchases and sales 
were of the less well-known issues. 

A feature of the Association’s mid-year study has been 
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the change towards greater liquidity. Cash and U. S. 
Government securities held by the 86 member compan- 
ies analyzed amounted to $124,000,000 or about 914% 
of combined total assets of $1,298,000,000, compared with 
aggregate cash and Governments of $101,600,000 at the 
1943 vearend. However, this trend towards greater 
liquidity in the form of cash items was by no means uni- 
form. Differences of opinion in this respect among 
individual managements were shown by variations rang- 
ing from virtually full investment in equities to a cash 
position, in the case of Atlas Corporation, of about 
34% of total assets. Thus once again, one is forced 
to forego any definite conclusions as to the significance 
of this trend, very pronounced with some companies but 
virtually non-existent in the case of others. Apparently, 
views On investment policies differ just as much among 
investment trust managements as among individual 
investors. 


Divergent Showing of Individual Trusts 


Take, for instance, Atlas Corporation, one of the lead- 
ing “closed end” investment trusts which at least during 
the first half year believed in a policy of “lightening up.” 
During that period, the company sold a substantial part 
of its portfolio investments, thereby increasing cash items 
from about $10.31 million at the end of 1943 to $23.05 
million at mid-year. Actually, portfolio holdings de- 
clined from $37.11 million to $29.88 million, and as a 
result, percentage of cash items to total assets rose from 
16% to 34%. At the end of June, company’s investment 
position was as follows: Cash holdings 34%, common 
stocks 33%, preferred stocks 9%, bonds about 2%, sub- 
sidiaries and special investments 21%. On December 
31, 1943, the respective percentages, in relation to total 
assets, were 16%, 37%, 17%, 4% and 27%. 

Atlas is well known as an investor, in “special situa- 
tions” and its trend towards liquidity, likely as not, may 
be preparatory to post-war participation in a number of 
such ventures. We do not know but the fact remains 
that the company at mid-year was only two-thirds in- 
vested. Principal changes in Atlas’ holdings during the 
first half year arose from the sale to a banking group 
of 57,337 Radio-Keith preferred shares, its entire hold- 
ings of such stock; Atlas however retained its large hold- 
ings in both Radio-Keith common and option warrants. 
Net change in common stock holdings was small, the 
total declining from $23.97 million to $22.40 million in 
market value. However, this relatively small decrease, 
owing to the intervening rise in market quotations, ob- 
scured in part the very considerable shortening the com- 
pany’s list of common stock holdings has undergone in 
various directions. Oil company holdings, incidentally, 
were increased by acquisition of 3,000 shares of Standard 
Oil of Indiana common stock. Holdings of preferred 
stock declined from $10.68 million to $6.18 million, 
mainly reflecting the aforementioned sale of Radio-Keith 
preferred for somewhat over $5 million cash. 

At mid-year, total assets of Atlas were $67.82 million 
whereof cash amounted to $21.55 million and U. S. Gov- 
ernments to $1.50 million, securities at market to $29.88 
million and investments in majority-owned subsidiaries 
to $14.46 million. Asset value per common share was 
$21.12 against $19.01 at the end of 1943 and $19.39 the 
year before. It may well be, of course, that Atlas’ heavy 
cash position at mid-year was purely temporary; the 
Radio-Keith sale occurred on June 5 and it may have 
taken some time to reinvest the proceeds. 

In contrast with Atlas, net changes in investment posi- 


OCTOBER 14, 1944 





tion of Lehman Corporation were small during the first 
half of 1944, and oil securities continued to form the 
largest concentration of investments in the company’s 
portfolio. At mid-year, such securities made up 15% 
of the total portfolio and had a market value of $12.84 
million compared with total assets of $63.13 million. 
Next largest holdings consisted of utilities (12%) with 
a market value of $12.72 million. Third in importance 
were merchandising equities which were held in a total 
value of $7.87 million. 

Largest single stock investment of Lehman Corporation 
is a block of 40,000 shares of General Motors valued at 
$2.58 million; second largest is a block of 20,000 shares of 
Amerada Petroleum valued at $2.1 million. Most impor- 
tant addition during the second quarter of this year con- 
sisted of 30,000 shares of North American Co. Indica- 
tive of the relatively minor changes in portfolio holdings 
over the past year is the fact that they resulted in net 
sales of only $96,103, exclusive of Government bonds. 

Total assets at mid-year were $63.13 million; thereof 
cash and equivalent amounted to $1.27 million and 
U. S. Government bonds to $5.12 million. Other securi- 
ties holdings totalled $55.57 million whereof bonds $3.28 
million, preferred stocks $3.97 million and common stocks 
$48.31 million. Miscellaneous investments amounted to 
$1.16 million. Percentagewise, in relation to total assets, 
the company’s investment position then shapes up as 
follows: Cash and Governments 10% compared with 
9% at the yearend® other bonds 5% and preferred 
stocks 6°, compared with 6° and 8% respectively last 
December; common stock holdings 76% unchanged from 
last year. Of common stock holdings, industrials made 
up 67% of the total and utili- (Please turn to page 56) 


























Stocks Most Widely Held by Invest- | 
ment Companies on June 30, 1944 | 
Market % 
Value of 
of Out- | 
No. Shares stand- | 
of No. of Held ing 
Funds Shares (o00's Stock 
Holding Name of Stock Held Omitted) Held 
54 Standard Oil Co. of N.J. 295,163 $16,824 1.1 
54 Montgomery Ward..... 318,125 15,071 6.1 
49 General Motors........ 235,750 15,206 aL 
LS A re 174,595 16,499 4.0 
47 North American Co.... 1,421,680 26,302 16.6 
47 Socony-Vacuum....... 725,512 9,194 2.3 
43 General Electric........ 210,660 8,005 of 
AZ Beare & Co.«.... «..000% 256,800 11,524 8.5 
40 American Gas & Elec... 373,950 10,844 8.3 
| 40 Union Carbide......... 126,555 10,251 1.4 
Di 40 International Nickel.... 291,600 9258 2.0 
SW Vetagi tis csc co ciecsiens 242,804 11,594 292 
Se Gale cdccccccccees 228,924 10,931 25 
zt seme 68,685 10991 6 
| 34 Common. &Sou.$6pfd. 139,170 11,447 9.4 
H 34 Commercial Inv. Trust... 133,440 6,288 3.7 
| 33. Sears Roebuck......... 145/500 14186 25 
| SS Gecdvears sc cccssce:s 168,900 8213 8.2 
33 Westinghouse Electric... 63,195 6,635 2.0 
| Se Gieeak..... ccc. 996.014 4195 3.4 
| SP Goadelc < isc csi cccss 141,250 7,380 10.8 
| 3D UES: Ribbere - 6 ccccce 140,400 7,371 8.0 
32 American Radiator..... 361,900 4252 3.6 
31 Paramount Pictures..... 252,600 7,262 6.7 
31 Greyhound........... 262,860 6,046 9.4 
30 Kennecott... .......... 167,700 9,957 1.5 
30 Int'l Harvester......... 103,300 8,161 2.4 
30 Continental Oil........ 114,684 3,612 2.4 
SO” UES Strabo con ccs 95,555 S6rs 1.1 
29 GreatNorthernRy. pfd.. 153,320 5,443 6.1 
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A rotary lathe for cutting plywood veneers 
© Rey oP. an. 


Mucx larger demand for plywood is expected in the 
post-war period than had been known before, a result 
of the vastly improved product that has resulted from 
its intensive use during the war. It has served a num- 
ber of wartime activities, especially in the trim of cabins 
in airplanes, in the bodies of many specialized aircraft, 
for containers, army cargo truck bodies, on a variety of 
ships, in boxes for shipping many different kinds of 
army and navy equipment, in military buildings, and 
other ways. The leading makers of plywood have been 
compelled to find many new methods of preparing it, 
and their discoveries will be an advantage in peacetime 
activities. 

One of the most important developments of the past 
few years has been.a greatly improved binding material 
for the thin strips of wood. It is derived from synthetic 
resins, which largely replaced the animal and vegetable 
glues formerly used. This resin, in its various forms, is 
capable of being heated evenly for uniform distribution 
over the surfaces to be joined, and an electronics device 
is used to control the heating of the fastening material. 
When dry, it is far superior in its binding quality to the 
old-time glues. 

A further extension of the use of plywood may be to 
join it with metals. Metal and wood can be combined 
by a liquid resin and a catalyst. Particular success had 
been found with a birch plywood and sheets of steel or 
aluminum. An example of the holding power of wood 
and metal has been cited where an iron washer was at- 
tached to plywood and withstood a 4,000 pound pull, 
whereas a bolt which had been put through ordinary 
wood gave way on 1,400 pounds pull. There are im- 
portant possibilities for plywood in such use with metal. 

Before the war, the main uses of plywood were in 
decorative panelling in building, in radio cabinets and 
in furniture. These uses will continue to be among the 
most important, but the container business promises to 
be even greater, while television cabinets may one day 
be another source of large orders. Plywood also has 








United States Plywood Corp. 
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been used in siding for houses, billboards, boats, truck 
and automobile bodies, doors, table tennis tops, cup. 
boards, for counters in stores and many other things. 
Almost any wood can be used—mahogany, walnut, pine, 
maple, oak, imported woods such as those of France, 
England, and even satinwood from the East Indies. 
When the post-war building program is in full swing, it 
is expected that plywood will be in the greatest demand 
ever known. 

A number of companies are in this industry, but only 
three are leaders in making plywood. They are Atlas 
Plywood Corp., Mengel Co. and United States Plywood 
Corp. Nearly all of the larger lumber companies are 
engaged in it to some extent, but it is a small part of 
their total business. The Fairchild Engine & Airplane 
Co., through its Duromold division, is interested in it. 
Possibly Celotex Corp. might be included in this list, 
for the company makes a wallboard and other building 
products from compressed pulp of the sugar cane, and 
the resulting board is similar to a plywood, in that it can 
be laminated (small strips joined together for the for- 
mation of a board of any desired size, shape and thick 
ness). Masonite Co., through a special process, has a 
product similar to plywood, in that it compresses wood 
fibers and forms a solid board which can be made to size, 
thickness and shape, as desired. Among companies mak: 
ing the binder used in plywood—a phenol-formaldehyd¢ 
resin and other plastics used as “glue”—are Catalin Corp. 
and Durite Plastics, Inc. 

Companies in this field have had many difficulties 
during the war, the most important of which is a short 
age of labor, but they made up a part of this by em 
ploying women, even in the lumberjack work. Then 2 
wood shortage developed, under which much of the 
civilian demand had to be by-passed, but materials for 
the armed forces received priorities and this part of the 
business has been very large, especially for plywood 
packing cases. 

Before discussing the financial position of the three 
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plywood companies, 1t might be of advantage to quote 
from a trade article, as follows: ‘“Wood is a non-homo- 
geneous material. All of its weaknesses lie across the 
grain. Expansion and contraction under heat and mois- 
ture and the attendant defects, such as warping and 
checking, are due to cross-grain structural weakness. 
Wood has great strength and practically no movement 
the long way of the grain. Plywood is the term used to 
describe a combination of several plies of wood glued to- 
gether so that the grain of any one ply is at right angles 
to the adjacent ply. By balancing such construction, a 
product of great strength results, uniform in all direc- 
tions, minimized in movement_and providing a sound 
base for fragile figured veneers. Thus the inherent de- 
fects of wood are corrected and the resultant product 
presents large well-behaved flat or curved surfaces.” 


The Leading Company 


United States Plywood has had the best earnings rec- 
ord of the three companies specializing largely in ply- 
wood, and from the start of the predecessor company in 
1919, its sales volume has shown a progressive gain, with 
occasional brief setbacks. The present company was 
formed in 1937. It has earned over $1 a share in every 
year of the past eight, in one (1942) showing $3.85, and 
with an average for the period of $2.44 a share. It makes 
plywood of a number of different woods, but the main 
one used is Douglas fir. Many of its other plywood prod- 
ucts are from hard woods of the Northwest. Its special 
lines are Douglas Fir “Weldwood,” which is the largest 
selling plywood in the industry, being used for all types 
of buildings, containers, airplane parts, automobiles, 
railroad cars, boats, toys, signs and many other decora- 
tive or industrial uses. 

Its hardwood plywoods are used for homes, offices, 
stores, doors, furniture, boats, airplanes, musical instru- 
ments, etc. Patented “Weldtex” is a decorative product. 
There is a patented molded and a tubular weldwood. 
Another patented item, “Flexwood,” is a thin veneer 
mounted on cloth. ‘“Flexglass” is a decorative glass, 
with a wide variety of uses. “Armoply” is a plywood in 
which metal is permanently bonded. ‘“Tekwood” is a 
hardwood veneer, faced with kraft paper. ‘Mengel 
Doors” are flush doors of plywood for interior and en- 
trance use in almost any type of building. The company 
also makes “Weldwood Glue,” which is sold through 
many wholesale and retail distributors. Its ““Tempreg”’ 
isa molded plastic, now used in aviation but with many 
industrial uses expected in the postwar period. 

U. S. Plywood assets have had a remarkable growth in 
the twenty-five years since the original company was 
formed in 1919, with only $500 capital. At the end of 
the 1944 fiscal year, it had $8,500,000 net worth, total 
assets of $12,566,787. In the 1944 fiscal year gross sales 


‘| after discounts, returns and allowances were $20,563,091. 


Operating profit before other income was $2,927,284; 


and after $2,113,233 taxes, net for the year was $913,741. 


Other statistics of income, etc., are to be found in the 


ie} accompanying tables. 


U. S. Plywood raised approximately $3,400,000 a year 


ago through the sale of additional common stock and its 


new preferred, retiring the former preferred shares. The 
present preferred is on a $4.75 dividend basis, has $100 
par value, is callable at 102 for the sinking fund, other- 
wise at 106. The common stock of $1 par value is at 
present on a $1.20 a share annual dividend basis. 

U. S. Plywood and the Mengel Co. formed a new cor- 
poration which they jointly own named U. S.-Mengel 


OCTOBER 14, 1944 


= 


Plywoods, Inc. Its purpose is to own and operate a 
number of distributing units. Inventories will be pur- 
chased from both of the companies, with Mengel sup- 
plying Southern hardwood and U. S. its Western and 
Northern plywood. Besides distributing these products, 
the jointly owned company will market other products 
and specialties of both parent companies, and it will be 
the sole agent for the patented Mengel “‘Airlok,” a core 
door. 

The Mengel Company is the oldest of the three, hav- 
ing been founded in 1877, and the present corporation 
dates from 1899. It has a large business in plywood, 
particularly featuring the container part of the business, 
but it also has other important activities. For a num 
ber of years, it had made kitchen cabinets, and was en- 
tering the making of other furniture when the war 
started. As soon as practical, it will resume this, plan- 
ning to make complete room sets and market them itself. 
Arrangements have been made for retail outlets for bed- 
room sets, dinette sets and specialized furniture. It onc¢ 
made prefabricated houses, and may return to this field 
later, but will make up lumber to sell to others making 
prefabricated houses as soon as the market is reopened 
for this work. 

Mengel started nearly 70 years ago as a small, wooden 
box factory. It has had the greater part of its growth 
in the past ten years, with record gross income for 1943 
at $27,723,595. In that year, a contract for airplanes 
was completed, and other business for the war effort 
which has been obtained in place of it has been on a 
smaller scale, with the 1944 gross business expected to 
be several millions smaller. Net earnings this year, how 
ever, may surpass 1943 as they were 80 cents per share 
on the common for the first six months of 1944 against 
48 cents for the corresponding period in 1943. In 1943, 
Mengel had $2,317,918 operating profit. Net income, 
after $1,600,000 taxes, was $748,360. For the past eight 
years, the average annual net income was 64 cents a share 
on the common stock, but this (Please turn to page 51) 




















Statistical Position of Leading 
Plywood Companies 
| Atlas Mengel U. S. 
Plywood Co. Plywood 

Funded debt.......... None $2,500,000 $662,327 
Preferred stock-shares... 49,416 65,040 15,000 
Common stock-shares... 433,524 417,681 299,932 
EARNED PER COMMON SHARE 
Annual average, 1936-9. $0.86  def.$0.14 $1.69 

nnual average, 1940-2. 1.87 1.55 3.31 
1943 0f 1944 fiscal year. 1.66* 1.40 2.83# 
Estimated 1944, or 1945 { 

eee 1.75 1.70 
*Year to June 30, 1944. #Year to April 30, 1944. 
DIVIDENDS PER COMMON SHARE 
Annual average 1936-9. $0.35 ni $0.53 
Annual average 1940-2. 0.82 $0.25 1.20 
Getaecaccas desecec« 0.60 0.25 1.20 
Indicated 1944........ 0.70 0.25 1.20 
Book value common per 

GME s < cvccencccwscs $12.91 $12.39 $23.40 
Net current assets per 

common share*...... 3.88 0.51 3.98 
*After allowance for prior securities 
MARKET PRICE OF COMMON 
Range 1936-1942, high, 

NWR e's orsiaerc ns cowec's 434-346 163%-214 3954. 7 
Range 1943. ....6ccc0e- 1244-7% 1244-454 4414.39 
Range 1944........... 15 -934 15%-834 4374-351 
Recent price.......... 14% 13% 43% 
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INTERNATIONAL TELEPHONE 


ON THE ROAD BACK 





Prospects After the War 


BY OWEN ELY 


[ nrernaTIoNAL Telephone & Telegraph was in- 
corported in 1920 and during the ensuing decade acquired 
a dominant position in the foreign communications field. 
In 1925 system assets had not quite reached the $100,000,- 
000 mark but by 1930 they exceeded $600,000,000. In 
later years, however, the figures showed a shrinkage to 
$462,000,000, due to the omission of the Mexican, Span- 
ish, German, Polish and Shanghai properties as well as 
the Postal Telegraph system. In 1938 the company took 
a $44,000,000 loss on its Postal investment, due to loss of 
the equity interest in reorganization, but a majority inter- 
est in American Cable & Radio Corp. (which took over 
the cable interests of Postal Telegraph) was acquired in 
ig40. The entire Rumanian telephone properties were 
sold to the National Bank of Rumania in 1941 for $13,- 
800,000 cash. 

An indication of the distribution of the company’s tele- 
phone business is indicated by the number of domestic 
toll calls handled in 1943. Of these, some 38,000,000 
were in Spain, 17,000,000 in Argentina, 5,000,000 in Chile 
and roughly 1,000,000 each in Brazil, Cuba, Mexico, Puer- 
io Rico and Uruguay, the total amounting to about 67,- 
000,000. 

When International was founded in 1920, it operated 
only 40,000 telephones in Cuba and Puerto Rico, while 
now it has more than 600,000 phones in Latin America 
alone. Its subsidiaries operate about 91% of the tele- 
phones in Argentina, 94% of those in Chile, 71% in Peru 
and handle a substantial proportion of the total business 
in other Latin American countries. 

The United River Plate Telephone Company of Ar- 
gentina (bought in 1929 from British interests) has by 
far the largest telephone system south of the United States. 
It has been completely modernized, and 93% of the tele- 
phones in Buenos Aires (third largest city in the Western 
Hemisphere) are on an automatic dial basis. Other Latin 
American systems have also been interconnected and 
modernized. 

I. T. & T. (parent company) has investments and re- 
ceivables with a book value of $305,000,000, of which 22% 
represent properties in Spain, 28% in Argentina, 7% in 
Chile, 3% in Brazil and Peru, and about 4% each in the 
West Indies and Mexico. The Shanghai investment (now 
in the hands of the Japs) is carried at less than 1%. Man- 
ufacturing and sales subsidiaries in Europe account for 
17%, and those in United States 2%; cable and radio- 
telegraph subsidiaries 9%, and buildings in New York 
City about 3%. 

International Tel. & Tel. was founded under Morgan 
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auspices by Col. Sosthens Behn of Cuba, and has had a 
remarkably successful record considering the great handi- 
caps it has encountered in wars, revolutions, foreign ex- 
change losses, etc. The company has avoided bank- 
ruptcy because of the fairly broad capital base. As of 
December 31, 1943, the financial set-up was approxi- 
mately as follows: Subsidiary long term debt, $40 million 


or 11%; subsidiary preferred stock, $10 million or 2%; 
minority interest, $3 million or 1%; parent company 
debt, $86 million or 23%; common stock (6,399,002 
shares), $235 million or 65%. 

The common stock equity of 65% of system capitali- 
zation is probably somewhat misleading, as plant ac- 
count contains some $41,000,000 “write-ups” over under: 
lying book values at dates of acquisition, together with 
other intangibles. Moreover, there may be some ex: 
cessive values in the $115,000,000 item for “investments 
in and receivables from subsidiaries not consolidated.” 
and in the $38,000,000 net receivables for these compa: 
nies. Of the combined total for subsidiaries not con- 
solidated ($153,000,000), some $53,000,000 includes many 
factories located in continental Europe, Japan and 
China, which may have suffered some war damages. The 
$71,000,000 investment in Spain may have deteriorated 
due to the revolution, and the $27,000,000 cable invest- 
ment is affected by the war in the Orient. However, 
apart from some factory damage due to bombing, the 
company may eventually recover a good part of these 
investments after the close of the European and Pacific 
wars. The French and Rumanian plants, recently re- 
covered, were found to be intact. 

While present book value is about $36 a share, it is 
impossible (as indicated above) to determine just how 
much of this is real value until the post-war period. In 
any event, system earnings furnish a much safer yardstick 
than property investments, which are difficult to ap 
praise under the best of conditions. In 1929, gross sys 
tem earnings were about $100,000,000 of which some 
$18,000,000 ($3.03 per share after a 3 for 1 split-up in 
that year) was carried to net. $2.00 a share was paid 
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in dividends that year and the stock sold as high as 149 
(equivalent to nearly 450 for the old stock). The last 
common dividend was paid in 1932, and the stock 
dropped to 25% in that year—though the record low of 
114 was not reached until 1941. Earnings continued 
highly irregular, recovering to $1.60 a share in 1937 and 
dropping to a small deficit in 1941. Wartime activity 
has resulted in a sharp rise in revenues, and in 1943 86c 
a share was earned. 

Net working capital for the system dropped from $59,- 
000,000 in 1929 to $2,000,000 in 1940, but recovered to 
$18,000,000 last year (the figures are not closely com- 
parable). The parent company had a deficit of $7,00,000 
in net working capital in 1937, but by 1943 had a sur- 
plus of nearly $4,000,000. 


Parent Company Finances 


While the consolidated system figures are of back- 
ground interest in appraising the company’s securities, 
the parent company finances are of more immediate in- 
terest. Since 1937, parent company debt has been re- 
duced from $123,000,000 to $87,000,000 or nearly 30%. 
About two-thirds of this reduction occurred in 1938 
when the $37,000,000 Debenture 414s of 1939 were re- 
tired and some $15,000,000 new 414s 1948 were issued. 
The net reduction of $23,000,000 was financed through 
cash drawn from subsidiaries, including $9,000,000 ob- 
tained from International Standard Electric Co. as a 
result of inter-company transactions, and substantial 
amounts were apparently drawn from the United River 
Plate Telephone Co. (Argentine) and from other sources. 

In 1940, the company raised $13,655,000 through sale 
of its Rumanian properties, which was largely devoted 
to debt retirement. 

In 1938, the company borrowed $15,000,000, two-thirds 
from the Export-Import Bank (a Federal agency) and 
the remainder from a group of New York banks includ- 
ing J. P. Morgan & Co. Col. Behn remarked that “the 
participation of the Export-Import Bank of Washing- 
ton in the long-term loan arrangement is a gratifying 
recognition of the importance to American trade of the 
activities of the Corporation and its subsidiaries in the 
improvement and development of telephone, cable and 
radio communications services in and among the Cen- 
tral and South American countries and between those 
countries and the United States.” 

The Export-Import Bank agreed to loan 50% of the 
face value of debenture bonds purchased, with the buy- 
ing program subject to its approval. However, the Bank, 
directed by Jesse Jones, was apparently unwilling to 
authorize repurchase of debentures during 1943, when 
the price of the 414s advanced from 6314 to 8034. Only 
part of the original credit has been used, and it ap- 
parently expired June goth this year. 

The parent company’s income in recent years has 
averaged just about enough to take care of disbursements 
(there were deficits in 1940-42). In 1943, however, the 
company was able to obtain cash remittances of $9,565,- 
500 from subsidiaries compared with $5,786,400 in the 
previous year. Of the former amount $4,702,800 was 
obtained from Argentina. Only $909,300 was drawn 
from Spain, despite the heavy operations in that coun- 
try. $948,600 was obtained from Chile and smaller 
amounts from other Latin American countries, together 
with $1,164,300 from manufacturing and miscellaneous 
operations in the United States. With further improve- 
ment indicated for 1944, the parent company should re- 
gain a more comfortable cash position. 
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International’s activities outside the telephone field 
are of considerable interest. It has been active in the 
development and manufacture of radio equipment for 
all purposes. It has supplied commercial radio equip- 
ment in foreign countries and has led in the design and 
production of radiotelephone and radiotelegraph ap- 
paratus; marine, aircraft and police radios; radio com- 
passes, direction finders and airplane blind-landing 
equipment; radio broadcasting stations, and radio and 
television sets. 

Since 1929 the company has built up international 
and intercontinental radio communications facilities for 
South America. It has installed radio stations at Buenos 
Aires, Argentina; Rio de Janeiro, Brazil; Santiago and 
Antofagasta, Chile, Lima, Peru; and Bogota, Colombia. 
A telephone line also was constructed across the Andes 
Mountains. Through this combined radio and wire 
hookup, leading South American centers are connected 
with 93% of the world’s telephones, and also by direct 
radio-telegraph with the United States and (in a more 
limited way) with Europe. 

International Telephone has been active in the devel- 
opment of ultra-short wave radio transmission. Micro- 
ray Stations, transmitting waves of 17.4 centimeters, are 
capable of operating nine separate telephone conversa- 
tions simultaneously. This new system is in use across 
the British Channel and between England and _ Ire- 
land, and its use is being extended. The company’s 
laboratories and manufacturing units have produced 
and installed 160 broadcasting stations used in some 
thirty-four countries. Included are stations for the 
British Empire broadcasting system in England, includ- 
ing several of the most powerful short-wave stations in 
the world. By means of directional antennae systems, 
these stations serve Africa, Australasia, Canada and In- 
dia. Broadcasting stations have been supplied for Ar- 
gentina, Australia, Brazil, Chile, Czechoslovakia, Den- 
mark, Germany, Hungary, Italy, Japan, New Zealand, 
Norway, Poland, Portugal, South Africa, Sweden, Switz- 
erland, and other countries. 

Prior to the war domestic radio sets were made in Eng- 
land, France, Germany, Switzerland and Hungary, and 
also in Australia. The company also equipped the stu- 
dios of a number of National Broadcasting stations. 
While up-to-date statistics are not available, many hun- 
dreds of ships have been equipped with radio apparatus 
by I. T. & T. subsidiaries, including British, Scandi- 
navian and others. ‘The two big British boats, the 
Queen Mary and Queen Elizabeth, were equipped by the 
company. International was also active in the develop- 
ment of television facilities in Europe before the war. 
One of the most powerful television transmitters in the 
world was installed in the Eiffel Tower. 

During the war the company’s research and manu- 
facturing activities have been more largely concentrated 


























A Statistical Record 
Parent 
Net Assets °. 
Consol. Div. Approx. Book Cur. (Mill.) Debt Rev. 
Year Earnings Paid Range Value Parent Consol. (Mill.)(Mill.) | 
| 
1943 $.86 — 17 - 6% $36.28 $3.7 $18.4 $87 $34 | 
1942 .33 _ 7 -1% 35.25 3.0 14.2 88 31 
1941 D.03 _ 3%-1% 3455 62 13.3 90 28 
1940 004 — 4%- 134 33.40 D1 2.0 99 26 
1939 -16 — 10-4 30.13 a 24.8 99 32 
1938 1.10 — 12 -5% 29.34 D1 26.3 100 34 
1937 1.60 — 16-4 29.81 D7.3 29.2 123 33 
1936 .63 — 19 -11 28.67 2.1 10.3 123 27 
1932 D.61 $15 16 - 25 37.58 — 6.4 —_ 22 
| 1929 3.03 2.00 149 -53 46413 — 59.4 —_ oo } 
31 





in the United States and South America, due to disrup- 
tion of Continental European business. Manufacturing 
in this country is carried on by the wholly-owned sub- 
sidiary, Federal Telephone & Radio, whose Newark 
factory was established early in 1941. Originally, manu- 
facturing activities had been largely concentrated in Eu- 
rope, but the International Telephone & Radio Corpo- 
ration began production work in this country and later 
acquired Federal Telegraph Company (a Postal sub- 
sidiary), the two companies being merged under the 
name Federal Telephone & Radio Corp. Leading tech- 
nicians from the European manufacturing subsidiaries 
were brought over to assist in research and development. 
In three years, under the stimulus of war business, the 
number of employees grew from a few hundred to ten 
thousand; floor space (partly rented) now exceeds a mil- 
lion square feet. Federal’s production in December was 
at the annual rate of $94,000,000, and the year-end order 
back-log exceeded $100,000,000. A permanent plant to 
consolidate all activities is being constructed in the ad- 
joining towns of Nutley and Clifton (New Jersey). ‘Iwo 
units have already been completed, and are occupied by 
the vacuum tube products and the intelin products divi- 
sions (the latter makes ultra-high-frequency cables). 

Federal’s activities are almost entirely concentrated 
on military equipment at present, and products include 
radar, many types of radio transmitters and receivers, 
radio broadcast stations, direction finders, ultra-high- 
frequency cables, vacuum tubes, selenium rectifiers, 
quartz crystals, automatic telephone-exchange equip- 
ment, repeater equipment, telephone sets, and indus- 
trial electronic products. A new type of direction finder 
for military use, produced by Federal, represents the 
highest stage of development in this field. Federal has 
also developed new high-power tubes, and redesigned 
tubes to replace scarce materials with non-critical com- 
modities. 

The company has also developed a complete, two- 
course airplane instrument landing radio system, jointly 
with the Civil Aeronautics Administration. This equip- 
ment is used extensively by the military services and has 
also been installed at a number of commercial airports. 

Federal has also recently developed a high-frequency, 
high-power, induction heating unit called ‘“Megatherm.” 
It is already in use by representative manufacturing com- 
panies for a variety of applications, such as controlled 
and almost instantaneous case hardening of metals, ster- 
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International Telephone and Telegraph 


The final operation in the establishment of a cable link; the 
landing of the cable ashore 
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ilization of medical supplies, and dehydration of toods. 
Its use in the production of plywoods, plastics and tex- 
tiles will, it is anticipated, improve quality and reduce 
costs. 

The “Intelin” plant, originally built to develop syn- 
thetic insulating materials, has helped to develop a new 
material for solid, ultra-high frequency cables, and the 
plant is now one of the largest producers of such cables. 
Another field in which Federal has specialized is the 
development of the high voltage “Selenium” rectifier 
capable of withstanding life tests up to ten thousand 
hours. This product, which has now gone into mass 
production, is used principally in changing alternate into 
direct current, and is applied to many military and in- 
dustrial purposes. Federal’s telephone division is sup- 
plying a substantial part of the field telephone set re- 
quirements of the U. S. Army Signal Corps, but progress 
has also been made in developing telephone equipment 
for post-war uses. 


Emphasis on Research 


While considerable research is carried on in New Jer- 
sey, the company’s huge headquarters building at 67 
Broad Street, New York City, houses a staff of over 700 
experts engaged in many important projects for the 
Army, Navy, and National Defense Research Council. 
This organization combines research of a high order 
with the ability to prepare designs and specifications for 
quick manufacture, and has enabled the I. T. & T. sys 
tem to maintain a leading position in many branches o! 
electronics. A field laboratory is being constructed at 
the County Airport in Rye, New York, for development 
of airplane radio devices of all kinds. 

Foreign manufacturing activities continue in England, 
Portugal, Spain, Sweden and Switzerland, and while 
many of these plants have suffered from shortage of raw 
materials and parts, facilities have been. expanded in 
England, Spain and Switzerland. Factories in Argen- 
tina, Brazil and Australia are also being expanded. 

International’s . world-wide business has so man\ 
ramifications that it is difficult to envisage as a whole. 
Ihe company will doubtless greatly expand its manu- 
facturing activities in Europe in order to rehabilitate 
the Continent’s communications facilities in the post- 
war period. It is rumored that it will receive a huge 
contract to rehabilitate the Russian ‘Telephone and Tele- 
graph system. This peacetime business should largely 
absorb the cutbacks in war business, though many re- 
adjustments will prove necessary. Political troubles in 
the Argentine may conceivably affect the huge invest- 
ment in that country. Plans at Bretton Woods and else: 
where, for smoothing international exchange problems 
after the war, may, if consummated, benefit the com- 
pany’s finances. 

‘The common stock is, as indicated by its past pricc- 
range of about 1-150, a high-leverage, speculative issue. 
The recovery from the 1942 low of 114 to the 1944 high 
of g0l4 (more recently 18), has substantially discounted 
the current rapid recovery in earnings. For the first 
half of 1944, 67c a share was reported, compared with 35¢ 
last: year; and for the calendar year a forecast of $1.25, to 
$1.50 seems reasonable, compared with last year’s 86c. 
However, in 1937 when $1.60 a share was earned, the 
stock range was only about 4-16. 

While the longer-range vista of peacetime development 
appears to give the stock further substantial appreciation 
possibilities over a period of years, intervening readjust- 
ments and delays may tempo- (Please turn to page 53) 
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BUSINESS: Lehigh is one of the largest manufacturers of Portland 
cement, 
Company's fourteen plants have an annual capacity of 22 million 
barrels. Though Lehigh serves the Middle West and Southwest, its 
principal markets are in the East where competition is extremely keen, 
both from domestic manufacturers and, normally, from imports. Com- 
pany is especially well entrenched in New York and Pennsylvania 
where about half of production capacity is centered. Operating effi- 
ciency in recent years improved materially and company plants now 
rank among the lowest cost producers in the industry. Some 4,000 
acres of cement deposits are owned. 


OUTLOOK: Post-war prospects rest primarily on the outlook for high 
rate of building and construction activity and plans for sizeable public 
works, notably highway building for which cement is the principal 
material used. Overhead costs are less burdensome than those of 
other large cement producers and normally it is estimated that com- 
pany can break even with plants operating at somewhat above one- 
third of capacity. Indicated heavy cement demand post-war and 
absence of foreign competition in the immediate post-war years points 
to impressive earnings improvement. 


COMMENT: Virtual completion of domestic military construction is 
currently reducing demand sharply and 1944 net will drop considerably 
from last year's $1.98 per share. In view of strong working capital 
position, dividend should be maintained. Past earnings, though cyclical, 
have been relatively good and dividends liberal. Nevertheless, an 
ecellent financial position has been maintained. Working capital is 
ample with current ratio 7.3. Cash items are almost five times current 
liabilities. There is no debt but 56,741 shares of 4% cumulative con- 
vertible preferred stock precede the 769,985 shares of outstanding 
common, 


MARKET ACTION: Recent price—29 compared with year's high of 
31 and 1937 high of 51'/. Past volatility has been considerably above 
average in major market swings. 


COMPARATIVE ee SHEET ITEMS 
$ millions) 


Dec. 31 Dec. 31, 
1939 1943 Change 
— 

PONS ied Sn ors Daath ts 4.302 4.060 —0.249 
po a eS eres 3.637 5.926 +9989 
IIE BER cles 666.250 cvssiciensicas tes 0.883 0.524 —0.359 
SUMMCNIMET RAEN 5) 500 </s]six viate.c: 0-0: Gcerecwiavecnte:a 3.108 4.401 +1,293 
ECE — —_— ee 
TOTAL CURRENT ASSETS.............. 11.930 14.911 2.981 
Plant and equipment...............-..6-- 45.080 47,761 +9.681 
EGMRMMCIION os Sho so cio. on crate eveyus 23.774 26,893 +3.119 
RNY 5.6 00 6.6.5 60 60 0 viecsice obo: 5.50.00 21,306 20.868 —0.438 
MEINE esc s = So ook’ cies covtieee sacs 3.707 3.975 +-0.268 
TOTAUMASSENS: cee cs sons hence 36.943 39.754 +9.811 
LIABILITIES 
Accts. payable and accruals............... 0.563 0.757 0.194 
Reserve for taxes...c.cccseccseccccccccces 0.723 1.286 0.563 
Other current liabilities................--. psa 
TOTAL CURRENT LIABILITIES.......... 1.286 9,043 0.757 
Deferred liabilities. ......sccccccccccccese —— —— pect 
MEIGS orci se tse ne vee srelcae 6 6'<l — — ee 

MMR Sore le acess occa ceisiecoy.c)ee4 hei 0h. oi 1.120 1.090 —0.030 
PM re ete. cs aerate Nos sepansnce 24.610 24.144 —0.46 
CO ERS RIOR A AEE RR GORA erC Cre 9.927 12.477 +2.550 
TOTAL Sil Ross as siors, 3 oi5s04.00s, eis 36.943 39.754 +2.811 

WORKING CAPITAL... 2.0.0.0... 000s 10.644 12.868 +9.994 
Rr Non eek cwdnbkss ener ees 9.2 7.3 —19 
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BUSINESS: One of the largest manufacturers of typecasting me- 
chines and accessories, Intertype shares leadership of the field with 
Mergenthaler Linotype and Lanston Monotype. Intertype composing 
machines are used in over sixty countries. Foreign sales normally repre- 
sent about 40% of the total volume but this percentage has been 
progressively lower since 1939. War-time operations are almost ex- 
clusively devoted to armament production. Normally, newspaper pub- 
lishers provide the most important market for the company's type of 
machines, and most leading papers use one or more intertypes. Job 
printers furnish another important outlet. Company also does substan- 
tial business in repair parts and matrices. Main plant is in Brooklyn, 
N. Y., while wholly owned subsidiaries have plants in England and, 
before the war, in Germany. 


OUTLOOK: War orders last year absorbed about 85% of activities 
but have since tapered off, permitting manufacture of increasing 
volume of replacements and repair parts. Lifting of the ban on pro- 
duction of new printing machinery is epected before long. Existence 
of a considerable backlog of deferred demand and good export poten- 
tials promise improved post-war earning power. Company by active 
development of improved machines has steadily strengthened its com- 
petitive position and long-term outlook is generally favorable. While 
there is a sizeable and stable demand for 
repair parts which tends to sustain earning power. 


COMMENT: 1944 earnings should approximate $1.50 per share com- 
pared with last year's $1.94 but a rebound thereafter is indicated. 
Past earnings were irregular, averaging about $1.15 but dividends 
were fair, often generous. Finances are sound with current ratio of 
5 to | attesting to marked liquidity. Cash items are over double cur- 
rent liabilities. A $1 million debenture issue, sold in 1938 to retire 
preferred stock, has since been reduced to $480,000. Common stock 
capitalization consists of 221,740 no-par shares. 


MARKET ACTION: Recent price—I7 compared with year's high of 
19/4, and 1937 high of 26!/. 


orn — SHEET ITEMS 





millions, 
Dec. 31, Dec. 31, 
1939 1943 Change 
ASSETS 
CO 6A EEE a er Err eee ee 1.400 1.411 +0.011 
Marketable securities . — 1,433 +1,433 
Receivables, net..... 2.326 1.997 —1,099 
Inventories, net. -. 2637 1.634 —0,503 
Other current assets..............- cx ae a paves? 
TOTAL CURRENT ASSETS................ 5.863 5.775 —0.088 
ES EE Tere 2.866 3.044 +0.178 
PR Ee eee 2.168 2.331 +0.163 
PU feiis'cis sors a sn cincgagcccaaced 0.698 0.713 +0.015 
Cas 3 Fasc nan dns ec iccnscnwte cs 0.06 0.932 +0.865 
VC) 2 lo "1 Eee err 6.628 7.420 +0.792 
LIABILITIES 
Accts, payable and accruals...........-..... 0.354 0.179 —0.175 
RENEE Cannas casencckotccccnncas 0.098 0.800 +0.702 
Other current liabilities. ...............--4.- 0.019 0.166 +0,147 
TOTAL CU URRENT. TVABILITIES Sa cawae aime 0.471 1.145 40.67 
[7 ae 0.200 <a —0.2 
eMC oo Cia cus hagas cokernanee 1.00 0.480 —0.520 
MST Coho os con Cacens sacaduxeweneee — 0.375 +0,375 
po Wee ncraed vavawenscnsnvenscceiseens 1.832 1.832 =a 
DAMS Co sideiganneWitccencaeusacccendanne 3.125 3.588 +0.463 
TOTAL UM eaas o6ccccceercaccnde 6.628 7.420 +0.792 
WORKING CAPITAL..........--0+-2ee0es 5.392 4.630 .76 
I GG oc hoc ceswaveeessinxecagaves 12.4 5.0 —7.4 
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PRATT & LAMBERT, INC. | GENERAL TIRE & RUBBER CO. 
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BUSINESS: Pratt & Lambert is an old-established manufacturer of | BYSINESS: Though ranking fifth in tire sales, General Tire occupie — 
paints, varnishes, enamels, lacquers and kindred products. The com- | 4 fairly strong position in the industry with the great bulk of revenues 
pany specializes in the production of high-quality varnishes for interior normally derived from replacement and fleet markets. Pre-war capaciy#| BUSINE 
use in high-priced homes. A fairly important part of output normally | oF 10,000 tires daily has been materially expanded, promising goodff machine 
goes for home modernization and repair work, as well as for industrial post-war earnings power. Products are distributed under the tradef ing, pul 
purposes. Still, a relatively high level of residential building is essen- | james General and Yale through some 2,000 dealers and throug building. 
tial for satisfactory operations. Products are sold nationally with | filling stations of the Pure Oil Co. Main plant is in Akron, Ohio wholly c 
major markets in the mid-western and eastern states. Plants are in | Manufacture of mechanical rubber goods, begun in 1937, has beenf steam, « 
Buffalo, Chicago, New York, Cleveland, Detroit and Kansas City. In- | growing in importance, with subsidiaries operating in Canada, Mexico Europear 
dustrial outlets include the radio, steel furniture, railroad, utility and | snd Venezuela. Company also has an interest in a new Chilean conf lish com 
other industries. cern formed to manufacture tires. Pre-war exports were limited. steel fou 


OUTLOOK: Large deferred civilian and industrial maintenance de- 

mand and the record volume of home building in prospect, together 

with promising sales potentials in consumer durable goods industries 
: after the war should make for continued good earnings in the future. 
| 








OUTLOOK: Capacity demand is indicated for the remainder of th— OUTLOC 
war period and for some years thereafter, in line with large deferred— promises 
civilian demand and excellent revival potentials of the automobil§ probably 
industry. Company's trade position was further bolstered by recent— and mini 
purchase of a minority interest in Mansfield Tire & Rubber Co. whosB of the le 
business normally is largely in special brand tires for leading mail orde§ promising 
houses and oil companies. A new research laboratory recently com parts sho 
pleted is equipped for research in plastics and svnthetics, indicating§ public we 
interest in these fields. Mounting importance of mechanical rubber ments shi 
division should progressively make for greater earnings stability. problems 
domestic 


Reconversion problems are virtually non-existent. War-time research 
is pointing the way for several new developments for post-war civilian 
application which should further enhance longer-term potentials. These 
include waterproof synthetic rubber paints, new plastic-type paints, 
enamels and varnishes more wear-resistant than any pre-war type, a 
special paint containing powerful fungicides and a new finish for 
plywood. 


COMMENT: 1944 earnings should approximate last year's $2.11 per | COMMENT: 1944 net should approximate $3.50 per share compared 
i share and dividends should continue to total $1.80 annually. Long- | with last year's $2.75. Pre-war earnings have been fair but dividendg COMME! 
term earnings record is good, with net averaging about $2.15, and | remained relatively small to bolster working capital. Eight year eam with $1.3 
liberal dividends were paid uninterruptedly. Finances are excellent | ings average was $2.50 per share and $1 dividend was paid since 194) dependen 
with working capital almost $24 per share and cash items over four | Working capital is ample and fairly liquid. Capitalization consists of least shou 





























times current liabilities. Current ratio is 9.9 to 1. Small capitalization | 65,000 shares $4.50 cum. preferred stock and 526,862 shares of commong are ample 
of 202,500 common shares affords a good deal of earnings leverage. | Coverage for preferred dividends is wide and dividend yield on th financing 
Book value is $33.15 per share. Stock is traded on the New York Curb | common is nearly 5%. Capitaliza 
Excha : . . BP 1,235,219 
ices MARKET ACTION: Recent price—23 compared with year's high ¢ 
MARKET ACTION: Recent price—32 compared with year's high of | 2594 and 1937 high of 38!/2. Market volatility, originally above ave® MARKET 
34 and 1937 high of 41. Volatility is above average in major market | age, has become less as company grew in stature and reflecting st comparing 
| swings. bilizing influence of excellent post-war prospects. cyclical ch 
COMPARATIVE BALANCE SHEET ITEMS COMPARATIVE BALANCE SHEET ITEMS volatility. 
$ $ millions 
: sateen Dec. 31, Dec. 31, | Nov. 30, Nov. 30, 
4 1939 1943 Change 1939 1943 Change 
f ASSETS | ASSETS 
OO EES De Oe a nee 1-251 1.607 +0.356 | Cosh batts msctsecseseseresssersees 2.537 3.121 +0.584 
‘ Marketable securities.......-+seeeeeceeeeees 0.17 i +0.570 arketable securities. .....+++eeseeeeeeees —— — — ASSETS 
Receivables, net. op RN ASP TOI EE MNT 1.022 0.662 0.360 | Receivables, net........+ssseeeereseeeere 210 34 TEE Co... 
Inventories, n ees See emenioee 1 798 2.099 +0.377 Inventories, net. Ba eaasaeuiaeis ... 5,888 9.042 +3.154 U.S. Tre 
4 TOTAL CURREN OX 3 | erry J 3 +0, | er current assets........ .  — aa pablo Receiver 
PLM GRRGUIIEND 0000005 0sccsccesecceees 3.413 3.956 —0.157 | TOTAL CURRENT ASSET! . 11.568 17632 +46.064 iocee 
SP RDMER S05 s Ccuncswsceonesseene 1.457 1.593 +0.136 Plant and equipment....... - 7.851 10.127 +2.276 Other cu 
Net propetty........cccccccccsccsccssceces 1.956 1.663 —0.293 Less deoreciation........ - 3.434 4.385  +0.951 TOTAL 
DUET RDDOIS. 5050550500 008500 Be rokebaeeoees 0.423 0.392 —0,031 Net property.......+++ see 4,417 5.742 = +1.325 Plant and 
TERE, POETS. cccccnvvcccevccesevcocves 6.544 7.163 +0.619 (eh. PRETRERESELILELIEEEI LEE 0.615 2.642 +2.027 Less depr 
i LIABILITIES of, Se. 3) Serre 16.600 26.016 +9.416 Net prop 
ace ita oo —-—— =0051 LIABILITIES nec aee 
Accts. payable and accruals. ........+eeeeeee 0.224 0.264 +0.040 IDS oes o5.ccsaliecevecscevoes > — — —_— TOTAL 
| DURE ERE RSS co Coreen accasacce ceases 0.113 0.248 +0.135 Accts. payable and accruals......+.+++++++ 1.404 2.894 +1.490 LIABILIT 
i Other current liabilities. ..........cceecceees _— —_— —_— STEMI 55:4. 0.6) 0 0: 6,0: 0.0.0:0:0:6/6'6'p.0'0'i85 0.873 1.220 +0.347 Notes pa' 
TOTAL CURRENT LIABILITIES. .........+. 0.388 0.512 +0.124 Other current liabilities........... eo 0.124 +0.124 Accts. pa 
H Minority Interest.......ccsccccccsccccccccce 0.123 0.076 —0.057 TOTAL CURRENT ABILITIES . ati 4.238 +1,961 Reserve f 
| UO 1” RR I a Rp NO ee — —0.099 Deferred liabilities — 0.240 +0.240 her cur 
1 NOIR sue > 0.654 5.506p005 000 nnwden see eee 0.075 +0.075 po ° 0.398 1,337 +0.939 OTAL 
— Deans WbsaWesdoksesecewneneee 3.329 +0.113 —" ° 5.405 9.420 +4.015 Deferred | 
| ies sci, 3171 +0376 --» €80 (0781 7290 8 po 
1 TOTAL LIABILITIES. . 7.163 +0.619 TOTAL LIABILITIES Saisie bie'sbie aielsin'e visa’ 16.600 26.016 +9.416 Capital... 
WORKING CAPITAL. 4.596  +0.819 WORKING CAPITAL.............0000 9.291 13.394 +4103 | soptos 
ee ean eo 9.9 —0.8 IOs bcc sonar cecnccsicer ens 5.0 4.1 —0.9 TOTAL | 
WORKIN 
Current Re 
y Humbnal stock 
fumbnal tock iy, 
/ 
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BUSINESS: Company is the world's largest manufacturer of excavating 
machinery and related tools and appliances, used in general contract- 
ing, public works projects, dredging, irrigation, mining and levee 
building. All equipment made, including that of Bucyrus-Monighan, a 
wholly owned subsidiary, is adaptable for use with the company's 
steam, electric, internal combustion or diesel-electric power units. 
European business is handled by Ruston-Bucyrus Ltd., half-owned Eng- 
lish company. Domestic plants consist of three main plants, a large 
steel foundry and metallurgical research laboratories. 


OUTLOOK: War-stimulated demand together with ordnance business 
promises relatively good earnings for the duration. Thereafter, sales 
probably will resume their basic relationship to trends in construction 
and mining activities, with profits swinging over a wider range because 
of the leverage of large overhead. Immediate post-war prospects are 
promising. Larg deferred civilian demand for repairs and equipment 
parts should cushion the shock of contract terminations and extensive 
public works projects planned by the Federal, state and local Govern- 
ments should sustain equipment needs at good levels. Reconversion 
problems are small and good post-war export demand should bolster 
domestic potentials. 


COMMENT: 1944 net should be around $1.30 per share compared 
with $1.39 last year. Pre-war earnings have been variable, due to 
dependence on business cycle, but post-war profits for some time at 
least should be considerably above pre-war average. Working funds 
are ample with cash items exceeding current liabilities and no new 
financing is needed or contemplated. Book value is $13.14 per share. 
Capitalization consists of 54,462 7% cumulative preferred shares and 
1,235,219 shares of common. 


MARKET ACTION: Recent price—I1, close to year's high of I1'/2 and 
comparing with 1937 high of 2514. Relatively heavy overhead and 
cyclical character of business makes for normally above average market 
volatility. 





COMPARATIVE BALANCE SHEET ITEMS 
S miliers) 
Dec. 31, June 30, 
1939 1944 Change 
ASSETS 
Esa recccktecocvewodvatemnneeennssase 2.583 3.852 +1.2 
U. S. Treas. Notes... — 10.180 +10.180 
Receivables, net. 3.384 4.216 +0.832 
Inventories, net........ - 6,090 8.551 +2.461 
Other current assets.......... - 0.124 0.028 —0.096 
TOTAL CURRENT ASSETS......cccceces 12.181 26.827 +14.646 
Plant and equipment. ........secccceesees 10.730 10.472 —0,2 
Rite CNR CIIIENN oo ok oslo va ecicice neaaeesies 5.486 5.307 —0.179 
ss wSE6 bh abs ORNS ee meee ceee 5.244 5.165 —0.079 
MN oN ain so iadicanistcsce tscmwe bos 9.068 9.344 +0.276 
NOP PREG cc. 0 6 cccvisiee csnecieceeuce 26.493 41.336 +14,843 
LIABILITIES 
I al ois thciccg win tccmansecceees —_— —_— 
Accts. payable and accruals...........+005 0.817 1.775 +0.958 
ROMMRNI ROM NMMINN  aici6) 60:00 oc: 0:0:0' 0: 6ie:siscace(ciciere'e 0.548 9.318 +8.770 
Other go ES SE ETE Ce 0.287 0.468 +0.181 
TOTAL CU RRENT. LIABILITIES Rue ERK 1.652 11,561 +9,909 
PXAMMITOE TIMONINIOS «6.6.5.00s:0cbecscccceseses coe ae — 
MER asic cccieiae sels reecsoseseieewece 0.221 1.875 +1.654 
cane! eee et er er ne eT 11.960 11.620 —0.340 
TTT ETT TTT TTT ee ee 12.660 16,280 +3.6 
Total Spar ah TTTTTTT TTT LTT 26.493 41.336 +14.843 
Py CPP VO INL oc do secccteccrcscs 10.529 43.2 +4.737 
tr MMidenciccieenc dvencrevesecenae ae cs —5.0 
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BUSINESS: This is a holding company formed in 1928 to acquire a 
group of widely diversified textile producers and allied concerns, and 
since has become one of the largest units in the industry. In 1940, 
the consolidated companies distributed over 161 million yards of diverse 
fabrics, made mostly from cotton and rayon. Present capacity is held 
far in excess of this figure. Through subsidiary and affiliated companies, 
United is engaged in manufacture and sale of cotton, silk and rayon tex- 
tiles in the U. S., Canada, Argentina and several other countries while 
it also conducts a general factoring business through its wholly owned 
subsidiary, United Factors Corp. About two-thirds of aggregate volume 


| consists of rayon fabrics. 


| operations generally. 








OUTLOOK: Continued growth of rayon fabrics, accelerated by war 
research, promises further long-term expansion in sales although yearly 
results will vary with the normally sharp cyclical fluctuations of textile 
Over the medium term, demand should continue 
at record levels due to large deferred domestic needs and prospective 
heavy relief demands abroad. However, limitations on margins due 
to price ceilings, unless revised, plus a high tax rate will slow future 
earnings growth which in recent years has been remarkable. 


COMMENT: Pre-war earnings averaged about $1.50 but only small 
part of earnings were paid out as dividends to bolster working capital. 
1944 net should approximate $9 compared with $6.73 last year but no 
change in quarterly 50c dividend is anticipated. Finances are strong 
and earlier large bank loans, to provide for increased business and 
inventories, have been retired. Present capitalization consists of 60,000 
shares of 5% cum. preferred stock and 575,174 shares of common 
while there is also a minority interest of $706,766. Book value is $42.24 
and net quick asset value of the common is $27.17. 


MARKET ACTION: Recent price—36!/) compared with year's high of 
3934 which is also the all-time high. Despite the cyclical nature of 
company's business, past volatility has been no more than average, 
reflecting the marked growth trend over the past several years. 


COMPARATIVE BALANCE SHEET ITEMS 
millions) 
June 30, June 30, 
1939 1943 Change 

ASSETS 
| OER ELC CREE ET OLE 1.655 10.553 +8.898 
RacaNablasl Wile. Ss oe osaidekondarccwcees 9.447 17.253 +7.806 
Eo ncn dvacccccecedscctcone 4.818 13.061 +8.943 
CN CUI ENIR oc necccccccccciocces —— 0.224 +0.994 
TOTAL CURRENT PRET Ei cc cccccccnccce 15.920 41.091 +25.171 
Plant and equipment... .........seeseeeees 13.423 16.437 +3.014 
Re ceo ciccoccccacncewacass 6.10 7.710 +1.608 
RIE Ce nace cendcacccncdcencees 7.321 8.727 +1.406 
CMI ook cdclcgse da desencedwcadne 3.876 2.174 —1.702 
Te I ooo Cav otcnccesevecess 27.117 51.992 -+24.875 
LIABILITIES 
RGN III ide ccc ccccccccccccesacees 5.755 4.0 —1.691 
Accts. payable and accruals. ........-.-.+- 3.197 8.897 +5.700 
Reserve for taxes... ....sssceceecceeeeeeee 0.324 6.036 +5.712 
Other current liabilities. ...........50-000 0.873 — —0.873 
TOTAL CURRENT LIABILITIES.......... 10.149 18.997 +8.848 
WARE IRIE Fa cccawencccceccudcccces 0.245 0.707 +0.462 
Short & long term debt... ........-.02006- 3.037 _— —3.037 
RII Cade declucss dcccucucccsusaees 0.215 1.750 +1.535 
— ER Er Se ee ee 5.999 12.092 +6.093 

Bes deetaddteadadnckKeacceeveccns 7.472 18.446 +10.974 
TOTAL DUM ccccccndenasacnees 27.117 51.992 +24.875 
WRG eee CANNTUANE 6c cc ccccsiccveccece 5.771 22.094 +16.323 
Ge de aos cc cecccs de cscceesecece 1.5 2.1 +0.6 








A STUDY OF PHILCO 


Post-War Potentials in Diversification 


BY 


Is Philco Corporation common stock entitled to sell in 
the “Blue Chip” class on a yield basis? It is selling at a 
price over 13 times the 1943 earnings and more than 20 
times the average income of 1939—42; on the $1.00 divi- 
dend rate it has a yield of slightly under 3%. Such price 
ratios and yields are to be found among stocks like 
duPont, Eastman Kodak, Proctor & Gamble, Continental 
Can, and similar issues. Philco has a smaller yield than 
American Can, Union Carbide, General Electric, Min- 
neapolis-Honeywell, General Foods, Sears Roebuck, 
Westinghouse Electric and other “Blue Chips,” though 
it has a lower price-earnings ratio than some of them. 

Is Philco therefore too high in price? The answer is 
“yes,” as far as past earnings are concerned, but appar- 
ently “no” if a substantial portion of future expectations 
is fulfilled. There seems to be a potentially good vista 
for peace-time Philco 
business and earnings. 
That is what the stock 
has been discounting in 
its rise of nearly 400%, 
from the low of 1942 
and nearly 170% from 
the 1943 low. Whether 
at present it has been 
over-discounted is an- 
other matter. 

There are six lines of 
business in which Philco 
will be engaged in the 
post-war period and all 
seem to have expansion 
prospects. These are 
radios, electric refrigera- 
tion, television, air con- 
ditioning, batteries and 
deep freeze cabinets. 
Look at the radio and 
television stocks, and 
note that most of them 
are selling at high price- 
earnings ratios, and give 
very low yields or no yield at all, for they are discount- 
ing what is expected to be very active future business. 
A “vacuum” exists in the radio set market, after nearly 
three years since any were made for civilian use; and 
many millions will be wanted when they are available 
again. The same situation exists in household electric 
refrigerators, with hundreds of thousands wanted as soon 
as they can be made. When the accumulated demand 
for radios and refrigerators is filled, new markets will 
arise in the large number of new dwellings which will be 
erected in post-war years, as well as replacements for 
those which wear out or become obsolete. Air condi- 
tioning has expanded slowly in the past, but as a result 
of the demonstration of its uses in the war effort, is in 
line to become more important. Philco has continued 
to enjoy a very large market for its storage batteries and 
dry batteries during the war period, and further growth 
in this department seems assured. The making of deep 
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A Philco camera televising a football game at Franklin Field, 
Philadelphia 


freeze cabinets will be a new departure for the corpora- 
tion, but it is planning a great development in this 
activity in the post-war period, and it seems to be one 
of the up and coming lines. 

A visit to the main plant of Philco at North Philadel- 
phia brings an immediate reminder that it is now and 
has been since early 1942 engaged almost entirely in fur. 
thering the war effort. At the main entrance, a uni- 
formed member of the military police makes sure that 
you are there on business. The elevator girl is a mem- 
ber of the auxiliary military police, and another men- 
ber carefully inspects you on arriving in the reception 
room, and there is no passing from that room until 
your identity is established and some responsible person 
conducts you to the officer you wish to see. Nor after: 
wards, can you get out without a pass or someone to 

vouch for you. Philco is 
making a number of 
“hush” products and in 
some departments onl) 
key employees can enter. 
Its known war work is 
most of all in a vast 
amount of communica 
tions equipment, espe: 
cially radar and elec 
tronics devices, also ord: 
nance materiel, artillery 
fuses, high explosive 
shell, armor - piercing 
shot, rocket projectiles 


for the “Bazooka” gun, 
and some other things 
which are still military 
secrets (for a long time 
nothing could be. said 
about radar produc 
tion). 


The greater portion 
of the war work is in 
lines which will fil 
right into peace goods 
as soon as they can be manufactured. The making 
of radios, for example, could be started within almost 
a matter of hours, if word were given that they could 
be manufactured now, and large production would 
be possible just as soon as materials were available. 
Only a matter of a few weeks will be needed to gel 
production going in electric refrigerators. These art 
the two products which have the most immediate mat 
kets in large quantity, waiting for the machinery « 
turn them out to get started. A talk with company off 
cials gave the impression that they will be on “— 
mark in sprinting position, ready to start when th¢ 
signal is given, to race to get as large delivery 3 
soon as possible, in these two lines. Television, radio} 
phonographs, electronics devices, air conditioning sets 
these will follow before long, but not immediately o 
the first release of civilian goods. Batteries and radi 
tubes are being made now and there will be hardly any 
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change there in continuing to turn them out for some of 
the same customers as now, and for civilian lines in place 
of military ones. The deep freeze units are expected to 
be in production fairly soon after the European war ends. 

In addition to the quick conversion of a good propor- 
tion of capacity to radios and refrigerators after Ger- 
many is crushed, Philco should continue to have quite 
substantial orders for its war goods as long as the war 
with Japan is on hence the first year after the European 
phase of the war ends, it may have sales comparing fa- 
vorably with the present. 


A Good Record 


Philco Corporation started business in 1892 when five 
men with $10,200 capital formed the Helios Electric 
Company, later changing the name to the Philadelphia 
Storage Battery Company and taking the present title a 
few years ago. It was privately owned for many years, 
and the stock has been listed for only a few years, with 
about 40% of the outstanding shares still owned by 
employees, officers and directors. The making of auto- 
mobile storage batteries was the first profitable endeavor, 
then batteries for other users, and with the first radios, 
Philco did a very big battery business until the electric- 
plug sets came to the fore. 

In 1928 the company entered the making of radio sets 
with an output that year of 96,000 units, using mass pro- 
duction methods. The radio set assembly line turned 
out 400,000 in 1929, carrying Philco to second place in 
sales for that year, and it jumped to first place in 1930 
and held it as the largest single seller through 1941, with 
civilian production ceasing early in 1942. It started 
making automobile radios in 1931 and between them 
and the end of 1941 produced over 4,000,000 of them, 
about one-third of all that were made for motor cars in 
that period. Its total production of other radio sets had 
been 13,500,000 to the end of 1941. 

This total of all radios—17,500,000—to the end of 1941 
~—exceeded that of any other radio maker in the world. 
Philco plans to keep up this record in the post-war 
period. The new sets at first will be much like the old 
ones, excepting that probably many more of the medium 
and higher priced ones will have frequency modulation. 
Later, some innovations and refinements will be intro- 
duced. ‘The potential market for radio sets is placed at 
around 25,000,000 for the first three or four years after 
the war ends. The total market for radio-phonographs 
is not a large one, but this is a much more expensive 
product and unit profits are higher. Philco has a pho- 
to-electric device—“‘music on a beam of light’—in its 
combination which brought its sales of radio-phono- 
graphs to first place in 1941. 

Electric refrigeration was not taken up by Philco until 
1939, but by 1941 it represented over 22% of the gross 
business. It introduced several new features and more 
efficient arrangements of its interior in the dividing of 
the freezing units and the installation of a deep freeze 
compartment. This end of the business was just “start- 
ing to roll fast” when the war forced its discontinuation. 
With its resumption of production, Philco plans a na- 
tional sales campaign and expects to be crowding the 
leading company in this field for first place in total sales 
before very long. 

Near Philadelphia, the only television broadcasting 
station for that city and nearby territory is owned and 
operated by Philco. Each Saturday for four years it has 
sent to the receiving sets in that area the visualized and 
auditory action of the University of Pennsylvania foot- 
1944 
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ball games. It also sends out other important events, 
entertainment features, etc. The resumption of making 
of television receiving sets is not as immediate as radio, 
but the company officials state their great confidence 
that their sets will be in the leadership and furnish a 
source of profit. Table sets will be priced around $125 
to $150 retail, and larger ones up to $400. 

Electronics devices are usually spoken of with tele- 
vision, but are really in a different field. ‘There are 
ones for even-heating; for sorting all manner of things; 
for picking out flaws in textiles and other materials; fon 
moving things (the door which opens when the light rays 
are interrupted is through using electronic control); for 
doing many things in the kitchen, office or shop. The 
devices are almost without limit. Some have been ot 
great value to Philco in its work on war goods, includ- 
ing its “Master Mind,” a device with 126 tubes which 
“thinks” by calibrating, calculating and recording dial 
readings many times faster than a human, and with no 
errors. Its use on war work in 1943 saved 144,000 man 
hours of labor and was instrumental in saving the Gov- 
ernment $1,170,000 costs on just one type of radio equip- 
ment. Electronics devices applied to civilian uses ma\ 
be a source of large profits for the company in future 
vears. 

In conjunction with the York Corporation, single 
room air conditioning sets have been sold by Philco since 
1938, until operations were suspended in 1942 in this 
department. Philco-York sets attained top rank in this 
line in total sales. The small units are suitable for a 
fairly large office, for a large room, or apartment, or the 
whole floor in a small home, for small stores and small! 
assembly rooms. A large field is expected for future 
Philco also makes a room ventilator for place- 
Mass produc- 


sales. 
ment on window sills or near windows. 











| 
i | 
Philco Corporation Statistics | 
CAPITALIZATION: 
Dini. odio cnn Seic dace vecnccaccunasos None 
““V"" loan from banks, maturing Jan. 1, 1946... $25,000,000 | 
Common stock, shares par $3............+--- 1,372,143 | 
EARNINGS H 
Gross sales, before voluntary refund, 1943..... $135,199,527 | 
Average annual gross sales, 1939-42.......... 62,077,956 | 
Net operating income, 1943.............2005 13,015,419 | 
Average annual net operating income, 1939-42... 5,195,437 | 
Income and excess profits taxes, 1943......... 9,441,850 
Income and excess profits taxes, average annual, | 
CC EO a a? 3,282,662 | 
sd AMIN AMEB Sc 6 oo cvceccccvaccecessccees 3,572,143 | 
Net profit, annual average, 1939-42.......... 2,217,865 — 
Earned per share on common stock, 1943...... $2.60 
Earned per share on stock, annual average, | 
Oc 72> RR ar ne en ee 1.61 
BALANCE SHEET, DEC. 31, 1943 
Cash and Government bonds...............-- $18,383,410 | 
CT cinbhisananckiscxindwowienaes 10,397,532 | 
PAU HUDNGE Soo. cose 0c o Svewes <a ace ciacinmeecia 22,462,399 | 
Wedel cunmen€ aseelt.. «<6 s 6 oc ccesesccsescwees $51,243,341 | 
NINA sa See ofa 6 or < chiara wives SR Soe ome a $15,000,000 | 
FN Oe re ee 11,829,698 | 
Provision for renegotiation and refunds......... 4,400,000 | 
Other current liabilities..................0.. 5,740,809 
Total current liabilities. ........-........00-. $36,970,507 
Net current assets. ..........0 ccc cece eee eee $14,272,834 
Net current assets per share.................. $10.41 | 
MRAM So digi tini ois Giaiaivoc0 06 66:8 care mace aacecis 14.91 
PRICES FOR THE STOCK 
Range, 1940-1942, high-low................. 14%- 15% 
ETO, STE Se OTe 2614-1334 
RNRG BURA  CUR 5 oso cots hsisiwencinnneos 37 -24% 
RRCMAU HIRO Ao c0r ies ia. xclaiie ous odie ote Bacsinwiers 34 
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tion of these units is a promising activity for the future. 

Storage batteries made by Philco are also used in con- 
nection with air conditioning, especially on trains, and 
in ships and mines. The battery business has been ex- 
panded materially during the war period not only for 
many uses for the Government, but also for civilian use, 
by public utility companies, railroads, mine locomotives, 
etc., also in heavy trucks. Sales in 1944 have been run- 
ning close to 50°, above last year. 

The deep freeze cabinets are. used by individuals for 
keeping frozen foods in their homes until wanted, and 
for wholesalers and retailers to maintain frozen eatables 
until they are marketed. The development of this busi- 
ness may be very large in the future, and Philco is plan- 
ning to get an aggressive share. It has the sales force to 
handle it, the facilities for making the units, and the 
national distributing organization to make it possible 
for this activity to rank with its others, in the course of 
time. 

Philco has maintained nearly all of its sales agencies, 
providing them with other products during the war, 
backing them with advertising both by publication and 
over its nation-wide radio broadcasting. Its agents are 
thus ready to resume selling radios and electric refriger- 
ators as soon as they are on the market again, and will 
jump into the television set and other distribution when 
those products are available. 

Before looking at the financial position of the corpo- 
ration, mention should be made of the research work 
and personnel training. Philco has the largest research 
laboratories in the world in radio and electronic engi- 
neering work, employing 500 scientists, technicians and 
assistants, and the corporation has spent over $2,000,000 
a year for this work. It has developed many things of 
great profit in the past, and of enormous help to the 
prosecution of the war during the past three years, in- 
cluding many actual discoveries and numerous improve- 
ments in the communications field. It has trained many 
thousands of radio specialists for the Army and Navy, 
and for our Allies. It trained a large corps of highly 
skilled technicians to instruct Army and Navy personnel 
throughout all of the home and foreign stations in the 
use and servicing of radar and electronic equipment. 
Before the United States entered the war, Philco men 
had been sent to England in large numbers to keep the 
radio equipment of the British fighting planes in good 
condition, and it was one of the contributing factors in 
defeating the German air force, for there had been a 





Lt. General William Knudsen inspecting a Philco assembly line 
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dearth of skilled radio technicians among the British. 

The main items of the Philco income account for 1943 
and comparisons with previous years are shown in the 
accompanying table. From the $135,199,527 actual sales, 
the greater part of which was to the Government, the cor- 
poration voluntarily returned $18,803,929 to the United 
States in the form of a post-contract price reduction, 


leaving actual gross received at $116,395,598. If this 
amount of reduction had not been made, it is to be as- 
sumed that about go% of it would have gone into ex- 
cess profits taxes, but that would have still left nearly two 
million dollars additional profit for the corporation, or 
about $1.50 a share. In addition, the 1943 income had 
$4,400,000 additional deduction for renegotiation of con- 
tracts, which by itself was another $3 a share on the stock. 
The actual Federal income tax was $927,100, and the 
Federal excess profits tax was $8,143,200. The last fig- 
ure equalled nearly $6 a share on Philco stock, and if 
post-war excess profit taxes are repealed, there would be 
a large increase in per share earnings assuming sales 
hold up well. 


The Excess Profits Tax 


That excess profits tax, incidentally, is a sore point to 
Philco officials. In 1934 and 1935, net earnings had 
averaged better than $3,500,000, and in 1940, net was 
nearly $4,000,000. If earnings for these normal years in 
its business had been used, the excess profits tax exemp- 
tion would have been far larger than on the 1936-9 fig- 
ures used by the Government. Even if only the 1936 
and 1939 figures had been used they averaged over $3,- 
100,000. But in 1937 and 1938, a severe loss was entailed 
in total business because of a strike (labor relations 
have been very good in recent years). In 1937, the Cor- 
poration made only $724,311 net, and that was a year 
of exceptionally good business which it might have en- 
joyed with record profits, but for the strike. In 1938, it 
had a deficit of $206,468. These two years brought the 
average net for the 1936-9 period, used for EP'T exemp- 
tion, down to below $1,700,000. But for the strike, they 
might have been near to double that, and that would 
have saved, for net income, several million dollars paid 
in taxes in 1942 and 1943, and this year too, and as long 
as excess profits taxes are paid on the 1936-9 base. 

Taking out the 1937-8 earnings, Philco net has aver- 
aged $1.83 a share for the other eight years of the 1934- 
43 period. In the first six months of 1944, it earned 
$1.39 a share after estimating taxes and renegotiation 
of Federal contracts. Business has been running 50% 
ahead of last year, with no likelihood of a change in the 
last quarter, hence net for the full year may be about 
$2.80 a share. For the present, no change in the $1 a 
share annual dividend is expected, but if the post-war 
earnings come up to what is expected, a more liberal 
dividend policy should result. 

While no one can blueprint the future, it would seem 
possible for Philco sales to reach as much as $100,000,000 
annually in good peace-time years. That would be 
roughly a fourth under present volume. Future profit 
margins are, of course, a question. It must be empha- 
sized that products are of types in which competition 
for the public’s favor will be keener than ever. There 
will be quite a few newcomers making radios, food freez- 
ers, television sets, etc., and they will not be “small fry.” 
Mostly they are large or medium-size companies, long 
established and financially strong. 

However, competition is not a new factor for Philco. 
Its main pre-war business— (Please turn to page 49) 
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MARKET TRENDS: In the past two weeks a better 
tone has prevailed with the result that the Dow Jones 
averages for forty bonds gained .70, second grade rail- 
roads 2.82 and defaulted railroads 1.85. The proposed 
issue of Commonwealth Edison Company, Chicago, of 
$180,000,000 first mortgage Series L bonds, $155,000,000 
of which is to be sold publicly, is the second largest reg- 
istration statement ever filed with the Securities and 
Exchange Commission. Preferred stocks were in demand 
with important advances in such issues as General Steel 
Castings $6.00 preferred, American Locomotive $7 pre- 
ferred and American Woolen $7 preferred. In the for- 
eign field, Belgian 7s were in demand while Argentine 
4¥s of 1971 registered a decline of more than five 
points from their last previous sale. 
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Present Income Call 

Price Yield Price 
1. American Crystal Sugar $6.00..........+-+. 105 5.71% 105 
2. Republic Steel $6 Prior Pref............565 . 97 6.19% 110 
3. Raymond Concrete Pile $3 Pref........ cooese SOE 5.94 55 
4, Philadelphia Co. $6 Pref..........seeeeeee08 102 5.88% 110 
5. Bucyrus Erie $7.00 Pref.........+..seeeeeee 5.83% 120 
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*Commitments should not be made above call prices. 


PREFERRED STOCKS RECOMMENDED FOR INCOME AND 


APPRECIATION. 
t. Willson 8 Co. S6POi 6 vc<ccccceonnccssss - 92 6.52% 100 
Dee. CHG SN PNGE «cc ceincisieccieadcsctbuses 85 5.88% 105 
Be GRIMM IME BO ENO cs ov vies vs c.cecces.cues . 6.16% 105 
4. Columbia Pictures $2.75 Pref...........++.- 43 6.40% 53 
5. Rayonier Inc. $2.00 Pref.....ccccscccccecce 3145 6.35% 3714 





Opportunities for Income and Appreciation 








NATIONAL DISTILLERS PRODUCTS CORPORATION: 
This company, has called its 314% convertible deben- 
tures due March 1, 1949, on October 20, 1944, at 102. 
Investors holding this issue have only to October goth 
in which to realize something on their conversion privi- 
lege. The common stock is now selling at 3554 but the 
conversion price of $35 a share for the stock is subject 
r° change after the first $7,500,000 of the 314s have been 
exchanged. For the next $7,500,000 surrendered, the 
price would be $40. There are $13,289,000 of the deben- 
lures outstanding, out of the $22,500,000 issued in 1939. 
[icsirement of the debentures will leave Company with 
$13,500,000 of 314% debentures due 1949 and $15,- 
000,000 of serial notes which are being issued to refund 
the 314% convertibles. 


OLIVER CORPORATION: This company, formerly the 
Oliver Farm Equipment Company, has registered with 
the S.E.C., 82,000 shares of $100 cumulative convertible 
preferred stock. ‘The latter stock is to be offered to 
ommon stockholders at the rate of one preferred share 
for each eight common shares held on October 13th. 
Subscription warrants will expire October 25th. The 
\early dividend rate is not to exceed $4.50 per share. 


TUBIZE RAYON CORP.: Stockholders of this Company 


vill vote on October goth, to authorize $10,000,000 of 
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in Bonds and Preferred Stocks 


BY JACKSON D. NORWOOD 


preferred stock, of which $7,000,000 will be issued in- 
itially with a yearly dividend rate from $4.50 to $5.00. 
If approved, proceeds will be used to redeem the 7% 
preferred stock, to reduce the 314% debentures by the 
sum of $2,450,000 and to add approximately $2,000,000 
to working capital. 


OHIO EDISON COMPANY: The Securities and Ex- 
change Commission has approved the refinancing plan 
of this Company, which includes retirement of $52,446,- 
ooo, of first 4% bonds and 198,952 shares of preferred 
stock, $5.00 and $6.00 series, now outstanding. 


LIBERTY AIRCRAFT PRODUCTS CORPORATION: 
This Company has registered with the S.E.C. 80,000 
Shares of $1.25 cumulative convertible preferred stock, 
par value $20 and 160,000 shares of common stock which 
will be reserved for issuance upon the exercise of con- 
version rights for the 80,000 shares of preferred. Pro- 
ceeds will be used to liquidate bank loans of $1,000,000 
and balance to go to working capital. 


OUTBOARD MARINE & MFG. COMPANY: This Com- 
pany has sold to Mutual Life Insurance Company $3,- 
000,000 of 3Y%4% notes due September 1, 1959. Pro- 
ceeds are primarily intended to be used for advantageous 
post-war improvements in manufacturing facilities. 


NORTHERN INDIANA PUBLIC SERVICE CO. PRE- 
FERRED ISSUES: This Company has announced that 
the 34,692 shares of its 7%, 6% and 514% preferred 
stock not taken up under the Company’s recent ex- 
change offer will be redeemed at $115, $107, and $105 
a share, respectively, through October goth. 


GULF STATES UTILITIES PREFERRED: This Company 
has just marketed thru a group of underwriters, 120,- 
ooo shares of $4.40 dividend preferred stock subject to 
the exchange rights of preferred stockholders under an 
offer that expired October 4th. The public offering price 
was $106 and in the writer’s opinion, said price of $106 
is not particularly attractive to potential buyers. 
(Please turn to page 54) 





| 

| RECENT CALLS FOR REDEMPTION 

| Amount Date of Call 

| BONDS Called Call Price 
American Tobacco Co. 3s 1962.......... $3,000,000 Oct.15 101's 
Avery (B. F.) & Sons 5s 1947........... Entire issue Oct. 11 105 

| Central States Edison 3-5s 1950.......... Entire issue Nov.13 100 

| American LaFrance Foamite 5!os 1956.... Entire issue Oct.16 105 

| National Distillers 3'4s 1949............ Entire issue Oct.20 102 

| American I. G. Chem. Co. 5!0s 1949..... $2,000,000 Nov. 1 100 
Consumers Power 1st 3!“s 1967.......... Entire issue Nov. 1 105% 

| Maryland Securities 5s 1949............- Entire issue Nov. 1 100 

| Northeastern Water Co. as successor to 

Delaware Valley Utilities Co. 6s 1956.... Entireissue Oct.20 100 

Brooklyn Union Gas 5s 1950..........-. Entire issue Oct.27 102 
Brooklyn Union Gas 5s Ser. ‘‘B''1957...... Entire issue Nov. 1 103 
U. S. Steel Serial Debentures 1949-55..... Allseries Nov.1 Various | 
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FOR PROFIT AND INCOME 


Supply Area 


Since early July the industrial av- 
erage has spent more time “making 
lines” than in going anywhere. Re- 
cently it has spent a good many days 
edging out along a “shelf” at the 
146-147 level. This is about half- 
way between the summer high and 
the September reaction low. Tech- 
nically minded professionals  dis- 
agree—as usual—over the “signs.” 
Some think the market “acts well” 
and that the average will eat its way 
through the supply level in good 
style. Others think the rally is top- 
ping out under increasing offerings, 
that any further advance will be 
very small, that more reaction is 
shaping up. A third school thinks 
the averages will do nothing at all 
exciting either way for further 
weeks to come, perhaps with a more 
decisive move after the election, 
with direction of it depending on 
the winner. Certainly the action for 
nearly three months has to date 
given support to the “don’t-expect- 
much - change” view. Meanwhile, 
pressure of restless money is putting 
a minority of stocks to new highs. 


New High 


Atlas Corporation has been among 
the equities making new highs re- 
cently. This is curious, for this in- 
vestment trust—judging by its half- 
year report—has been bearish on the 
market outlook. At mid-year it was 
about 38 per cent in cash. How does 
one explain market bullishness on 
a bearish investment trust? ‘Time 
will tell. Perhaps some “special sit- 
uation” deal—Atlas being given to 
such things—is coming up. Atlas 
warrants on the Curb recently made 
a new high at 3. This publication 
recommended them in 1942 at 4 


40 


as an inexpensive “inflation hedge.” 
At g the gross appreciation since the 


initial recommendation was 1,100 
per cent, against 800 per cent when 
we last commented on this oddity 
about six weeks ago. The warrants 
are still far from any statistical value. 
We do not advise new purchases 
but we are going to sit patiently 
with the original suggestion because 
we are curious to see what percentage 








STOCKS RECENTLY STRONGER 
THAN MARKET AVERAGE 


Atlas Corp. Lima Loco. 
Best & Co. Lockheed 
Blaw Knox McKess. & Rob. 


Nat. Aviation 
Pepsi-Cola 
Sears, Roe. 


Bucyrus Erie 
Comw. Edison 
Con. Nat. Gas 




















Container A. ©. Smith 
Corn Products Sun Oil 
Crosley Tex. Pac. L. Tr. 
Ex-Cell-O Thompson Pro. 
Gotham Hos. United Aircr. 
Joy Mfg. H. Walker 
Lane Bryant Wrigley 
such speculation may _ eventually 


yield. For a time in 1933 the war- 
rants sold as high as 10. Hope 
springs eternal. 


Selectivity 


Some stocks making new highs 
have been bought on the reasoning 
that they were “behind the market.” 
This is essentially a technical ap- 
proach, taken more by speculators 
than investors. Improvement in the 
previously laggard “war stocks’ re- 
flects this kind of buying. Most of 
them, though by no means all, lack 
“investment status.” Other stocks, 
in smaller number, meet selective 
demand on the reasoning that the 
investment values therein are still 


| 
| 
| 





“reasonably attractive” even il by 
no means near the bargain counte! 
in their market price cycles. Rep 
resentative examples of this type 
are Columbia Broadcasting, Great 
Northern — preferred, Loose-Wiles, 
Chesapeake & Ohio, American Ga 
& Electric, Bristol Myers, McKesson 
& Robbins, Food Machinery, Canada 
Dry. We have previously commented 
favorably on most of these. 


Oil Shares 


Selected oils have recently met 
with some increase in demand from 
investors who believed reaction had 
put them down into a sufficientl 
attractive buying zone. In _ mos 
cases they have pulled up onl 
slightly from reaction lows. For the 
average good oil the pros are: high 
asset value, relatively favorable tax 
position, excellent current earnings, 
potentials for further long-term 
growth. The cons are: not very gen: 
erous dividend yield and uncertaint) 
as to how much earnings will decline 
in the transitional and early post 
war periods. Oils can, of course, re 
act further—especially when and i 
general market weakness develops 
But those of investment status are 
moderate market movers both ways 


Air Lines 


Eastern Air Lines has placed $25; 
000,000 of orders for post-war deliv: 
ery of Douglas DC-4 passenger liners 
and Curtiss Commandos. This fol: 
lows previous private business in ex: 
cess of $50,000,000 booked by Doug: 
las. What this might mean to the 
manufacturers in profits is anybody’ 
guess. It’s a reminder that air trans 
port expansion will cost a lot of 
money. The air line stocks don't 
look cheap. 
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Rail Equipment Outlook 


lt has for some time been a tore- 
gone conclusion that there will be 
large foreign needs for railway re- 
habilitation after the war and that 
American makers of locomotives and 
cars would in due time book some 
large orders. What has been uncer- 
tain, and still is, are the means and 
methods of financing payments. Rus- 
sia and France especially have been 
making “inquiries.” Rail equip- 
ment stocks recently had a_ brisk 
rise. The market is not only bank- 
ing on a heavy total of domestic 
and foreign orders, but apparently is 
now willing to assume that financing 
problems on foreign business will 
be solved. The maximum potential 
of export business after defeat of 
Germany must be a matter of con- 
siderable conjecture. No doubt it 
will be very sizable. On the other 
hand, large foreign deliveries have 
already been made under Lend- 
Lease; and the railroading division 
of the U. S. Army will eventually 
have considerable surplus rolling 
stock for sale. Present Army rail- 
roading abroad is a huge undertak- 
ing in itself. 


In The Money 


(hat farm income is the highest 
on record is no longer news. For 
the first nine months of this year it 
is estimated at $13.8 billions by the 
Department of Agriculture, a gain 
of 6 per cent over a year ago. More 
interesting to us is the estimate by 
the same Federal agency that cash, 
bank deposits and War Bonds held 
by farmers have increased $12  bil- 
lion during the war period. This 
implies that farmers have not only 
had the biggest percentage gain of 
iy group in war-time income, but 
have also been able to save a larger 
percentage of the increment than 
any other group. Probably that 
promises good business for those who 
ell to farmers—including the farm 
equipment and automobile indus- 
tres and mail order concerns—but 
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food consumers will view the statis- 
tics with no great enthusiasm as they 
shop around for stuff which is often 
of inferior quality, when it can be 
had, and always of fancy price. 


Magnesium 


Magnesium, a metal wonderful in 
its ratio of strength to weight, is in 
increasing over-supply. Hence the 
persistent rumors, as yet uncon- 
firmed, that all the magnesium pro- 
ducing plants owned by the Gov- 
ernment may be closed down within 
a couple of months. New uses, both 
alone and in alloys with aluminum, 
promise a post-war consumption far 
above pre-war, but only a small frac- 
tion of war-time demand, as far 
ahead as anyone can foresee. Of 
course, pre-war applications were 
few and of slight economic impor- 
tance. Magnesium-aluminum alloys 
will compete in all applications 
where weight is an important con- 
sideration in operating cost of the 
end product or in the convenience 
with which it can be handled and 
moved around. That applies to 
railway cars, automotive vehicles, 
elevators, hand and power trucks 
and lifts, movable household ap- 
paratus, etc. 


Allegheny-Ludlum Steel 


Following expected early retire- 
ment of its 28,388 shares of 7 pe 
cent preferred stock—using some 
$3,100,000 of cash working capital 
for that purpose—sole capitalization 
of Allegheny-Ludlum Steel will be 
1,262,000 shares of common as there 
is no funded debt. That is unusual 
in the steel business, for capital in- 
vestment is in high ratio to sales and 
has usually required both bond and 
preferred stock financing. 


New General Electric Plant 


General Electric has plans for set- 
ting up a new plant at Anaheim, 
Cal., for post-war manufacture of 
plastics parts to be used in the man- 
ufacture of airplanes. Apparently 
G. E. does not share the view that 
very few airplanes will be built after 
the war, though it well knows that 
volume will be nothing like that 
now in hand. 


War-Time Sales Expansion 


The record for percentage expan- 
sion of sales during the war period 
is probably held by some unknown 
small enterprise—perhaps a one-man 





























—_ aN a ee Meare eS EOE : [— 7 
| Increases Shown in Recent Earnings R: ports 
Latest Year 
Period Ago 
Waulieshia WAatote ss 6 05 cise cc hac teases Year July 31 $2.23 $1.56 
Aviation Corp....... Rees rire ee Sanco 9 mos. Aug. 31 Bh 49 
PeaPO Nes RORRE COs AG oid bos oe cw ec tnenccewee Year June 30 49 15 
Micromatic Flone Cormm:.. . << ces cc cece ccs Year July 31 3.04 2.81 
Avery (BE) & Sone Con... ence ccccncnns Year June 30 1.73 42 
Gul ROaieis coe ioe cc ceckee sexe yseies 6 mos. June 30 2.36 1.23 
Aircraft Accessories Corp........-.....--5005- Year April 30 1.64 1.21 
eee NOT: Ce ere eee June 30 quar. 1.94 1.65 
Cana Caen OM OMNES... os oc bk cc tccavesvsacuees 12 mos. Aug. 31 4.61 4.04 
| Sparke- Withington Gon... 6.5. e ce ns eneceee Year June 30 87 55 
| Eastern Gas & F. Associates................--- 12 mos. Aug. 31 5.77 4.85 
| MIN, Oli bs exes ioc e ce ecceceresceenes 6 mos. July 31 98 66 
| Weator Products Cot... ; «...-. cece cc ctacccwss Year June 30 2.87 1.96 
| Consolidated Laundries...................-00- 36 wks. Sept. 9 1.63 16 
HMMM MO SEROTEC Otcc cca s acer « sle% <ficinne comes Year June 30 2.28 .22 
| United Electsic Coal Cos............. 2c ceeeeee Year July 31 1.53 1.42 
| re eee Year June 30 4.52 .14 
| Norfolk & Western Rwy............--2220 005. 8 mos. Aug. 31 10.07 9.74 
| Northwest Airlines, Inc. (n)............-.--055 Year June 30 1.45 1.28 
41 





machine shop that jumped into the 
aircraft parts business. Among listed 
companies, we know of no complete 
check that has been made on this 
point. There have been many huge 
inflations of volume, but probably 
not many have topped that of Con- 
tinental Motors. In pre-war 1939 it 
grossed $7,256,000, with a deficit of 
8 cents a share on its stock. Now 
sales for the fiscal year ending Oc- 
tober 31 are expected to approximate 
$260,000,000, with net around $2.75 
a share. Volume has multiplied 
nearly 36 times. Another way of put- 
ting it: 1939 sales were less than 2.8 
per cent of the present level. 


Carpenter Steel 


Though steel is an industry pretty 
much of giants, there are same ex- 
ceptions and the “small fry” more 
than manage to survive. A case in 
point is Carpenter Steel, listed on 
the New York Stock Exchange. Es- 
tablished in 1904, with its main 
plant at Reading, Pa., it is one of the 
oldest makers of high-price specialty 
steels; and its patents on stainless 
steel machining processes bring it 
important royalty revenues from 
many much larger steel makers. One 
difference between it and the largest 
companies is that it has paid con- 
tinuous dividends since 1907. On 
sales of $7,953,000 in 1937, which was 
the record pre-war year, net was 
$3.31 a share, comparing with $3.44 
on sales of $30,052,000 for the fiscal 
year ended last June go. Thus the 
great bulk of war-time increase in 
pre-tax earnings was absorbed by 
higher taxes. Financial position is 
strong, with working capital of $7,- 
917,000 being more than half of total 
assets, and with cash items nearly 45 


per cent of net working capital. This 
year’s dividends are expected to 
equal the $2.50 paid last year. High 
for the year was 32, recent price 31. 
Sole capitalization is 360,000 com- 
mon shares. 


Bank Reports 


Third quarter operations reports 
of New York City banks generally 
showed considerable gains in earn- 
ings over a year ago and, in most 
cases, slight gains from second quar- 
ter figures. Chief reason is expanded 
total of earning assets in which the 
big item is investments in Govern- 
ment obligations. Deposits were 
lower than at the half-year, when 
they had been enlarged by Federal 
funds raised in the last war bond 
drive and which have since been 
drawn down. With another war 
loan coming up—this time $14 bil- 
lion—the peak of deposit expansion 
is still ahead. 


Continental Can 


Continental Can continues its 
aggressive policy of building for the 
future by acquiring enterprises cal- 
culated to fit into its picture. The 
latest such move was purchase of the 
Mono Service Company of Newark, 
N. J., manufacturer of paper cups 
and food containers. Price is re- 
ported to have been $3,000,000 cash. 


Competition 


Post-war profit prospects in air 
transport appear less uncertain on 
domestic routes than on _ foreign. 
Which is to say that earnings poten- 
tials on international business seem 
more than a little conjectural. East- 


























Declines Shown in Recent Earnings Reports 
Latest Year 
| Period Ago 
| suger) Brewing Go. ecis's sis0'6s-5:0i 50 nwesice's 6 mos. July 31 .68 14 
Southern Pacific Transp. Sys...........00-eeeee- 8 mos. Aug. 31 7.94 14.58 
SUI OPEN UIE 5 os 5 pihe's 54s ahs Sees sues 9 mos. July 31 .23 58 
1 MEE WaT BANE GO) ss ic:e:s 0:5:0%% 54.0 si0'0-0050-65 12 mos. Aug. 31 a A 
| NINE MIND RGD 5 5 c's 0s, 6 3.6 6 sssa oes aw a ea eble ase 9 mos. Aug. 31 1.81 1.88 
| RET EONROTMSD Lo: '9x2i0's sRisrot'sss0.5a swe ye ie Year June 30 3.44 3.72 
OTD CO nn en Sa ea ee 12 mos. July 31 5.63 5.88 
Aluminum Industries, Inc..............ccceeees Year June 30 2.97 3.91 
MV ASNGION ASRS LAGI NGO. 66.655 6c coc ssscscens 12 mos. Aug. 31 1.89 2.45 | 
PRUE, PHENO Oe CON NGS 6.556.560.0565 6010 00 00 0.05 4 mos. Aug. 31 3.79 6.18 | 
ee Og ee ee 6 mos. Aug. 31 1.61 2.09 | 
Champion Paper & Fibre Co................06. 16 wks. Aug. 20 13 91 
DNA ENMMDE END: onic c Sieic iets we os sials 6c wleea orien a 9 mos. Aug. 31 2.96 3.53 
Alabama Great Southern R. R..............20- 8 mos. Aug. 31 7.61 9.41 
Chicago, Burlington & Quincy................- 8 mos. Aug. 31 7.80 15.22 
Rasa RNNREN TONER fo 595 obo 1a Eon eco 0 6 oo ors Soo sae Seen tw 05 8 mos. Aug. 31 9.41 10.40 
Wheeling & Lake Erie Rwy..............00005 8 mos. Aug. 31 3.82 4.81 
PM; FAcON WAT OR. BRS VRREIN 6 < 6:0) cin's's'0 00 0'n 0.00010 8 mos. Aug. 31 3.95 6.74 
American Sumatra Tobacco Corp.............-- Year July 31 3.06 3.16 
42 


THE MAGAZINE OF WALL STREET 


ern Air Lines has applied to C. A. B, 
for routes to Mexico and the Car- 
ribbean to compete with Pan Ameri 
can Airways, but for the present will 
not seek routes to South America, 
If post-war trans-ocean plane fares 
are cut as much as is now expected, 
it is hard to see how any profits 
can be left in the steamship pas. 
senger business. So far C. A. B. 
remains opposed to steamship com- 
panies getting into air transport. It 
will take a law by Congress to do it. 


Prediction 


Although electric generating capa- 
city is now at a record high, the 
Edison Electric Institute believes 
there will be little idle capacity dur- 
ing the post-war readjustment pe- 
riod. Moreover, it forecasts that sales 
to domestic consumers in 1950 will 
be around 50 per cent greater than 
in 1943 on a physical volume basis 
—although estimates of volume gains 
by individual utilities over the 
seven year period range from 25, per 
cent to 100 per cent. That would 
be a very bright prospect—if one 
could be sure rates will not be cut 
in proportion as physical volume 
expands. But one not only can not 
be sure of this, but just the oppo: 
site. Such a volume gain would be 
certain to bring further decline in 
rates. Even so, eventual relief from 
the excess profits tax, coupled with 
even moderately low corporate in- 
come tax rates, could bring sizable 
improvement in utility earnings. 
The Institute expects industrial 
power sales to return temporarily to 
the 1939 level, then subsequently ex- 
pand in proportion to peace-time 
industrial activity. The first part o! 
this prediction will be questioned 
by many economists, for with recon 
version going on while the Jap wat 
is still in progress it is hard to see 
how industrial power consumption 
could sink to the 1939 level unless 
we get a real post-war depression. 


Digging Deeper 


Nobody knows how much oil 
there may be in the ground, and the 
depths to which drilling can be ex 
tended are still gradually increas 
ing. Drill crews of the Standard Oil 
Company of California recently set 
a new record for that state by going 
down to 15,009 feet in exploratory 
work in San Joaquin Valley. How 
ever, the world’s record, previousl) 
established, is 15,279 feet in Pecos 
County, Texas. They do things big 

(Please turn to page 50) 





BILLION DOLLARS 














a 


Busi 
since o 
ter the 
to the | 
produc 
Depar 
Sept. 2 
year ec 
for four 


Begin 
cation's 
with an 
growth, 
1935-9 | 
to facil 
serve Be 
It shoul 
(which is 
tivity) ir 
latter. 


Our r 
the old 
was pre 
average. 
tinuity b 
do so by 
(PI 


OCTOB 


























































MONEY AND BANK CREDIT CONCLUSIONS 





ar. a MONEY AND CREDIT—Sixth War 
Ti Loan drive for at least $14 billion 
ee - scheduled for Nov. 20, with savings 





ws bond goal set at $5 billion from Nov. 
ad, TOTAL LOANS AND ree ts | to Dec. 31. 

: INVESTMENTS ~~» 

‘its - ™, 

7 TRADE—Department store sales in 
pe week ended Sept. 23 were 9% ahead 
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It 5 40 {™~) of like period a year earlier, against 
° INVESTME 
It, 8 U.S. GOVERNMENTS S—~ mn increases of 12°, for four weeks and 
5 iia" SONS 1 ad 8°, for year to date. 
3 30 yo = 
4 
F a ae eee INDUSTRY—Should war in Europe be 
pa p 
the ae prolonged through the winter, there 
bes = a will be little unemployment and only 
rs ooo” . . . 
os pon an be Brig ol minor business recessions for some 
ales - be ~~ |)S—~__f~ years to come. Biggest problem will 
ee L TOTAL Loans? 2 be to avoid inflation. 
. % as “F oes ys 0 Peamoane 
a eteecncunithccudlle STIR Tee ERT COMMODITIES—Commodity prices 
the ' JFMAMJJASOND rise sharply under Government support 
per 1943 1944 program, with spot average at new 
ee war time high. 
one From the New York Times 
cut ; 
ime e 
not 
)po- 
| be 
al Business activity has sagged a bit lower 
vith — since our last issue; but is still fractionally bet- BUSINESS ACTIVITY 
in-f ter than last year at this time, owing mainly PER CAPITA BASIS 
° M.W.S. INDEX 
able to the extraordinary war demand for petroleum ie — wi 


ngs.§ products and the high level of retail trade. 


trial Department store sales in the week ended 
Y 9 Sept. 23 were 9% ahead of the like period a 








’.*F year earlier, compared with increases of 12%, 
a for four weeks and 8% for the year to date. 
yned xk * x 

con Beginning with the current issue, this publi- 


Wall cation's indexes of business activity, both 

» SCE with and without compensation for population 

a growth, will appear as percentages of the | 
1935-9 average (instead of 1923-5, as hitherto) ——e 
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10" to facilitate comparison with the Federal Re- Ne cata sin 

serve Board's index of industrial production. 4 | 

It should be noted, however, that production = jas}— 

oilf (which is less than a third of total business ac- | 

| the} tivity) invariably rises and falls faster than the oe _o 
€ €X latter, | rr 
reas a Pa F 
L e Our revised index is considerably higher than 110 af 
‘om the old index; because the 1935-39 average ae ral 
‘torvg “2S proportionately lower than the 1923-5 a Meaiis 
How overage. Readers who wish to maintain con- 100} —Ssexrasssrere yi 
ousl\f tinuity between the old and the new index can ‘Ope ae tee ee ear | 
Pecos§ do so by adding 20% to the old index on a ee SSS eK ze ee 
ss big (Please turn to the following page) _— 
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® 
| Inflation Factors 
‘ 
Latest Previous Pre- 
| Wkor Wher Year Pearl PRESENT POSITION AND OUTLOOK 
| Date Month Month Age Harbor 
FEDERAL ‘war SPENDING (t#) $e Sept. 27. _—‘1.70 1.67 1.54 0.43 (Continued from page 43) 
Cumulative from Mid-1940............ Sept. 27. 221.3 219.6 130.6 14.3 | per capita basis, and 5% to the former index 
without compensation for population growth, 
FEDERAL GROSS DEBT—Sb Sept. 27 209.2 209.1 156.3 55.2 | Percentage changes in business activity with the 
lapse of time are not affected by a shift of base; 
MONEY SUPPLY—Sb but the uncompensated index will rise a little 
A faster, and decline somewhat less rapidly, than 
Demand Deposits—i01 Cities.......... Sept. 27 34.5 35.5 30.6 24.3 th r e ita basis (graphed on 
Currency in Circulation................... Sept. 27. 23.7 23.6 18.8 10.7 ee ee ee — =r i 
page 43); because the population of conti- 
nental United States is till growing. 
BANK DEBITS—13-Week Avge. 
New York City—$b.nncccccccssccssconss-- Sept. 27 5.40 = 5.70 4.86 3.92 ihe 
100 Other Cities—$b..............0........ Sept. 27 7.31 7.61 7.28 S07 
For the month of September, our revised index 
of business activity on a per capita basis 
INCOME PAYMENTS—Sb (cd) July 12.89 13.50 11.85 8.11 | sagged to 157.4% of the 1935-9 average, from 
Salaries & Wages (| ere July 9.17 9.20 8.40 5.56 | 160.1 in August; but was still 0.7 point ahead of 
eee | tk RR Sell setae Reston overs ims 
u . . . . ° 
includ'g Govt. Payments (eg pwd 165 156 158 128 pared with 161.9 for the second quarter and 
156.6 in the third quarter of last year. Nine 
i months’ average was 160.4, against 154.2 for the 
| CIVILIAN EMPLOYMENT (cb) m Aug. 53.2 54.0 54.4 50.4 | like period a year earlier. Without compensation 
Agricultural Employment (cb)___ Aug. 0.8 1.0 1.1 7.7 | for population growth, the revised index dropped 
ay sr a Aug. 16.1 160 17.2 13.6 | in September to 167.9% of the 1935-9 average, 
mployees, Governmen Aug. 5.9 5.8 5.9 4. ; ° 
UNEMPLOYMENT (cb) m ye 86 97 96 nes from 170.8 in August; but was 1.4% ahead of the 
: ; like period a year earlier. Third quarter averaged 
FACTORY EMPLOYMENT (Ib4) Aug 159 158 ‘ITI oe eee 
Recah Ae i 214 o14 230 168 but 3.5% above the third quarter of 1943. Nine 
Non-Durable Goods .................- fies 115 113 124 1290 | months averaged 170.8—5% better than for the 
FACTORY PAYROLLS (ib4) Avg, 210 318 «316 tgp | Sts? there quarters of last year. 
* * * 
FACTORY HOURS & WAGES (ib) 
WRN THONG oo liiacw July 44.7 45.5 44.4 40.3 i iminati i 
aaa... : July 101.9 1018 963 78.1 Pri — to elimination of op ~ 
Welle wees (0)... c July 45.52 46.27 42.76 32.79 | Commerce Department estimates that tote 
annual payments to wage earners in the 
5 manufacturing field under peacetime full employ- 
peer edie —_ re = “od ane a4 aE? ment will be a third less than the current level 
Greer > ara ‘ ? : ’ of $32 billion. This may partly explain why the 
WLB is now disposed to endorse organized labor's 
COST OF LIVING (ib3) Aug. 126.3 126.1 123.4 110.2 | demand to “break the Little Steel Formula.” 
: A ni spline nscipiinsoninn Aug. 137.7 137.4 = 137.2143. 
: Clothing .. eer toee Aug. 139.1 138.2 129.6 113.8 * ¢ & 
_ | ES BRIS Mer ere ac her oretee et 5 Aug. 108.0 108.0 108.0 107.8 
Yet the OPA and organized labor want 
RETAIL TRADE reconversion goods, mostly durable goods, to 
Retail Store Sales (cd) $b............... July 5.46 5.59 5.23 4.72 | come back on the market at 1942 prices which, 
~g ig ene HS CRS ped pe ro ee 1.14] incidentally, averaged about 22% above the 
on-Durable Goods .... Baki uly ; . 42 3.58] A 1939, level. Ceili i 
Dep't. Store Sales (mrb) $b. i A ae 
Chain Store Sales (ca).................. Aug. 200 193 184 151 circulation (totalling $ a ae a 
j of consumer expenditures in 1943) will not be 
| : changed, says the OPA. (Unless wages go up 
MANUFACTURERS meanwhile—Ed.) 
| New Orders (cd2)—Total......____ July 310 301 372 212 
Durable Goods ................--- July 488 445 420 265 os oe 
Nen-Durable Goods _____....._.. July 197 208 176 178 
H ee —_ 274 278 249 183 A considerable amount of probably needless 
ee ee ay 381 378 346 220 worry over the post-war business outlook 
Non-Durable Goods ne v ° : 
| oat Seeds July - 200 a 185 springs from the fear that reductions in the Gov- 
ernment's emergency expenditures will be so sharp 
BUSINESS INVENTORIES—$b that that reconversion can not soon enough, if 
End ef Month (cd) —Total......... July 27.4 27.6 27.5 26.7 tak th iti lack. Y it beai 
| SAcceinahienser! July 17.2 17.2 17.4 15.2 ever, take up the resulting slack. Yet it begins 
Wholesalers’ July 40 41 3.8 46 | to look as though Germany may be able to hold 
Retailers’ July 6.2 6.3 6.3 7.2 | out until next spring, and it might take an addi- 
Dept. Store Stocks (rb2) —........... Aug. 169 165 161 139 tional two years to defeat Japan. Meanwhile 
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PRODUCTION AND TRANSPORTATION 




































































Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
BUSINESS ACTIVITY—1i—pc Sept. 23 157.1 157.1 156.7 141.8 h hould b h sl siete f 
Hd, Wh, Spe Data annnnscnsenee Sept. 23 167.6 167.6 165.2 «(146.5 | there should be enough slackening in consumption 
‘3 — = po > of munitions ‘to permit gradual resumption in 
INDUSTRIAL PRODUCTION (rb3) ug. | 174 ducti f civilian h : . 
Durable Goods, Mite yeencnn ac 2s == 2 eC le 
Non-Durable Goods, Mft............... Aug. 166 165 178 141 — - 
CARLOADINGS—t—Total Sept. 23 899 892 907 833 es 
Manufactures & Miscellaneous....... Sept. 23 411 407 402 379 
Mdse., L. C. L.. — : - - = 156 After Germany is defeated there will be an 
Te a th ept. 150 | initial cut of 24% i iti i ‘ 
“OT EE Romie s eon Rea rer an Sept. 23 50 50 53 43 callie scotia ee 
ELEC. POWER Output (K.w.H.)m Sept. 23 4,377 4,395 4,360 3,269 by a further reduction of perhaps 16% during the 
SOFT COAL. Prod. (st) m Sept. 23 19 Ty 122 08 ensuing six months. A total cut of 40% would 
Phin ton do. t————— Sept. 23 459 447 433 466 amount to only $26 billion a year. Civilian pro- 
Stocks, End Mo...........:.:-sce July 61.4 59.7 75.6 61.8 | duction should be able to take up such a rela- 
PETROLEUM—(bbls.) m tively small slack once reconversion is completed. 
Crude Output, Daily................... Sept. 23 4.74 4.75 4.34 4.11 
Gasoline Stocks.........cccccssssessseeeesee Sept. 23 78.37 78.73 69.10 87.84 “os 
Bisel Cl GI OGNS cssiecnssccsecncosersiecsens Sept. 23 62.51 62.24 66.90 94.13 
Heating Oil Stocks... 0.0.50... Sept. 23 44.78 43.56 39.12 54.85 Meanwhile export demand for goods to re- 
LUMBER, Prod. (bd. ft.) m Sept. 23 612 577 657 632 habilitate war torn Europe, where destruction 
Stocks, End Mo. (bd. ft.) b....... Aug. 3.6 3.5 4.0 12.6 | has been incomparably greater than during 
World W i : 
STEEL INGOT PROD. (st.) m Aug. 747 747 7596.96] eg pir all tarhirseanigertononlia en 
Reilly tebdy dies §..on--. Aug. 60.0 525 58.9 74.69| "ot be inanced without heavy assistance from 
the United States. Instead of the much predicted 
— Sept. 28 30.8 1a ics “x post-war unemployment, it begins to look as 
Cumulative from Jan. I...........- Sept. 28 30.8 19.2 50.7 93.5 —— oi ee pee ie fulfill- 
ment of the huge pent up demand for domestic 
MISCELLANEOUS : 
Paperboard, New Orders (st)t.......- Sept. 23. 125 129 144 165 = a _— ~S tect nae 
U. §. Newsprint (st)t—Production.. Aug. 60 60 68 83 ccor ing o the War Manpower Commission, 
Do., Imports from Canada. ....... Aug. 235 218 232 283 there will not be enough ships for some time to 
P . 
Do., Exports............----- Bes Pecastschsacen Aug. I | y. I come to bring back all of our demobilized sol- 
a ete end i Sis , ij epee. _— i - bi 382 site 
o., Stocks (End Month)............ ug. 


ag—Agriculture Dept. 
Dep't., Jan., 1939—100. 








b—Billions. ca—Chain Store Age, 1929-31—100. cb. Census Bureau. cd—Commer. Dep't 
cd3—Commerce Dep't. 1939—100. cdlb—Commerce Dep't. Index (1935-9—100) wl atime stag 


data. en—Engineering News-Record. I—Seasonally adjusted Index. 1935-9—100 lb.—Labor Bureau. Ib2—Labor B 
labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. m. Millions.mpt—At Mills, Publishers && in Transit. mrb-—-M.WS, po lbs — 


np—Without compensation for population growth. pc—Per capita basis. rb2—Federal Reserve Board, adjusted ind 
—100. rb3—Federal Reserve Board adjusted index, 1935-9—100. st—Short tons. t—Thousands. ps: Mea ‘k Re “4a ee ees 







































































CTOBER 14, 1944 


THE MAGAZINE OF WALi STREET COMMON STOCK INDEX 
No. of 1944 Indexes -—————— Nov. 14, 1936, Cl— i .7 
Issues (1925 Ci.—100) High Low Sept.30 Oct.7 | 100 dient PRICED STOCKS __ "ia an — Ona 
283 COMBINED AVERAGE ..... 100.7 79.5 98.3 99.9 100 LOW PRICED STOCKS... 107.89 75.33 105.01 106.95 
4 Agricultural Implements ...... 178.9 148.6 174.1 177.3 6 Investment Trusts —......_ GBF 34.0 40.5 42.0 
9 Aircraft (1927 Cl.—100)... 152.1 118.5 I52.1A 150.8 3 Liquor (1927 Cl—100)__. 365.4 291.4 3468 355.0 
§ Air Lines (1934 Cl—100).. 543.2 421.9 524.8 527.4 S Machinery: 2. 125.4 105.2 119.8 124.6 
5 Amusement .............- <= (62:2 68.2 74.1 76.3 2 Mail Ores. 1083 82.5 99.3 100.36 
13 Automobile Accessories .. 183.9 119.0 181.1 183.99 3 Meat Packing = 104 55.5 65.6 66.9 
 Retemailinn | ire. 17.6 32.7 32.7 11 Metals, non-Ferrous _—.._._—-:1150.4 116.4 135.3 137.3 
3 Baking (1926 Cl—100)..... 15.0 12.9 14.2 14.3 3 Paper 17.9 i2.9 17.5 17.4 
3 Business Machines ___........ 216.4 171.9 213.0 216.1 22 Petroteutne: 2 —. 143.5 121.3 127.2 131.5 
2 Bus Lines (1926 Cl—100).. 125.2 101.9 114.0 115.6 19 Public Utilities 59.9 48.7 57.1 59.0 
5 Chemical 197.6 176.0 1866 190.3 4 Radio (1927 Cl—100)_._.__ 31.1 21.5 28.9 28.5 
4 Communication 78.3 57.1 73.8 73.6 7 Railroad Equipment 64.4 51.5 63.8 64.4E 
12 Construction _....-....... 43.0 33.1 41.1 41.9 18 Railroads 20.7 14.1 18.9 19.1 
6 Contai 286.4 220.1 274.3 277.2 2 Shipbuilding ——— a 70.3 90.3A 88.7 
8 Copper & Brass ..______ — 75.0 62.5 71.1 73.3 Se SG RO anes —. 389.0 305.2 387.2 389.0R 
2 Dairy Products ..........._. 47.7 38.6 46.9 47.7N | 12 Steel & Iron... secs GBT 65.7 77.2 79.4 
6 Department Stores _.... S 3e7 28.2 46.8 38.7G 3 Sugar 53.0 41.7 52.1 52.2 
§ Drugs & Toilet Articles... 113.3 81.0 110.9 1.2 2 Sulphur 178.2 160.7 164.3 165.9 
2 Finance Companies 248.9 216.1 240.0 245.7 3 Textiles 57.6 48.0 54.9 55.4 
1 Feed Brands 141.7 123.1 136.1 136.8 3 Tires & Rubber... 33.9 25.4 32.2 32.7 
2 Food Stores —............... 54.4 465 54.2 54.4D 4 Tobacco 74.2 60.2 68.8 69.4 
4 Furniture 83.1 56.4 79.7 81.1 2 Variety Stores 257.9 39 219.7 252.9 = -257.9G 
3 Geld Mining —___....__... 1075.2 879.8 952.8 963.8 21 Unclassified (1943 Cl—100) 131.4 98.7 129.7 314A 
ew HIGH since: A—1943; D—1940; E—1939; G—1937; N—1931; Q—1929. R—New all-time HIGH. 
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Trend of Commodities 



































































































































Under leadership of wheat and cotton commodity prices millers, are expected to be raised shortly; since the parity } What 
advanced sharply during the past fortnight, pushing the price on Aug. |5 was two cents higher than the parity on | 
spot average up to a new war time high. Occasion for Nov. 15, 1943, upon which the present ceiling is based, 
the fireworks was an announcement by the WFA that the Trading in corn futures on the Chicago Board of Trade was —— 
Government will purchase at parity prices “all cotton of resumed on Sept. 14 after a suspension of nearly 15 months; ( 
the 1944 crop for which a loan schedule has been an- but sales will be light until the new crop comes to market, 
nounced and which may be placed in acceptable storage, Should offerings then be heavy enough to depress prices § Fol 
and all unredeemed 1944 crop wheat which is under loan below parity (average price now received by farmers is } 1921 pc 
on May |, 1945." To avoid disruption of exchange trad- about 7 cents above parity), the Government would doubt. man-ho 
ing facilities the schedule of prices at which the CCC less adopt a support program similar to that just an. J creased 
will buy and sell cotton between Oct. | and next Mar. 31 nounced for wheat and cotton. The Government promises f years 1: 
will allow a spread of 50 points between purchase and that ceiling prices on hogs will not be reduced prior to and cu 
sale prices, thereby preventing a freeze of prices at June 30, 1945. We would not advise speculative short sale; § period 
parity. Wheat ceilings, along with subsidy rates to flour of farm staples. went fa 
age gail 
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Spot Market Prices — August, 1939, equals 100 and no p 
Date 2 Wk. | Mo. 3 Mo. 6 Mo. I Yr. Dec. 6 Date 2 Wk. | Mo. 3 Mo. 6 Mo. I Yr. Dec.t a 


Sept.30 Ago Ago Ago Ago Ago 194! 
182.7 182.4 182.4 182.7 180.8 178.2 156.9 
168.7 168.7 168.6 168.4 168.1 167.5 157.5 
192.5 191.8 191.9 192.5 189.5 185.5 156.6 


28 Basic Commodities . 
11 Import Commodities . 
17 Domestic Commodities 
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Average 1924-26 equal 100 


1944 1943 1942 1941 1939 1938 1937 
High . weaioeeeee 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
Low .u. .... 92.44 88.45 83.61 55.45 46.50 45.03 52.03 
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What Higher Wage Trends 
Will Mean 





(Continued from page 13) 


Following completion of the 1920- 
1921 post-war depression, output per 
man-hour in manufacturing  in- 
creased 28 per cent over the seven 
years 1923-1929, the much discussed 
and cussed Coolidge-Hoover boom 
period in which security speculation 
went far out of bounds. The aver- 
age gain in productivity per worker 
was 4 per cent a year. At the same 
time average hourly wages increased 
only 18 per cent or an average of a 
bit under 2.6 per cent a year. 

Was labor getting the short end? 
Was the lag between annual increase 
in productivity per man-hour and 
the annual increase in hourly wage 
a bad thing for “purchasing power”’ 
and therefore for general economic 
activity and jobs? Labor will tell 
you the answer to these questions 
isan emphatic yes—but don’t be too 
hasty in swallowing it. 

In the first place, it should be 
obvious that we could never have 
an expanding private enterprise 
economy if factory labor got all the 
benefit of increased producing effi- 
ciency. If annual increase in wage 
costs equalled annual increase in 
output per worker there would be 
no “percentage”—other things being 
equal—for management-capital to 
eek increased producing efficiency 
and no possibility of reducing prices 





Dec.! 
y 194! 
> 163! 
3 169. 
b 1481 


\ 
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charged the consuming public. 
Over the period 1923-1929, factory 
labor got wage increases in the av- 
erage proportion of 65 per cent of 
increase in productivity per man- 
hour. The question involved is not 
the “rightful” share of this or that 
group, but what are the require- 
ments of a healthy, expanding pri- 
ate-enterprise economy. Certainly 
among them are these two: (1) that 
e wages of capital (i.e. profits) be 
igh enough to induce productive 
apital investment: and (2) that the 
nefits of increased producing efh 
iency be generously shared with the 
msuming public via lower prices. 
The latter, as a matter of fact, is a 
more effective way of increasing 
purchasing power” than is the rais 
ng of wages of minority groups. 
From an economic point of view, 
{there is a valid criticism of the 
923-1929 division of the fruits of 
ncreased productivity, I would say 


; iit is not that labor got too little. 


9 2m 


TREE 


tis, I think, that capital got more 
ar. was probably needed to induce 
in adequate volume of productive 
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investment and that consumers got 
too little in the form of lower prices. 
The prices of finished goods de- 
clined only from an index number 
of 99.2 average in 1923 to 94.5 av- 
erage in 1929 or less than 1 per cent 
a year. 

There were various things the mat- 
ter with the 1923-1929 period. Prob- 
ably the two most important were 
(1) a foreign economic policy un- 
sound and unworkable for a credi- 
tor nation, the sad fruits of which 
came home to roost when our for- 
eign lending ceased to provide the 
dollar exchange that our debtors 
required and which we were not 
willing to provide through our im- 
ports; and (2) Government credit 
policies—including over-rapid_re- 
tirement of the public debt—which 
not only encouraged over-specula- 
tion in the stock market but literally 
poured fuel on the fire. 

However, while it lasted, there 
was nothing so very “uneconomic” 
about the 1923-1929 period with re- 
spect to productive investment, em- 
ployment, wages, prices and real 
national income. Labor did have a 
substantial gain in real wages, with 
unemployment at a practical min- 
imum. Consumers did have an in- 
creased volume of goods and serv- 
ices with at least some decline in 
prices. And the Government did 
not have to “make” work. 

Recently the director of economic 
research for the United States Cham- 
ber of Commerce, Mr. Emerson P. 
Schmidt, made the following obser- 
vation: 

“Neither low nor high money 
wages should be our objective. 
Wages adjusted to encourage the 
economy to function at high levels 
of production and employment, and 
with regularity, should be our goal.” 
He added that if the labor move- 
ment continues to “press the phil- 
osophy of higher wages,” our post- 
war economy will either bog down 
or skyrocket into inflation. 

Mr. Schmidt’s concept of “eco- 
nomic” wages is perfectly sound. 
But, unfortunately, wage rates never 
have been-and in this country prob- 
ably never will be—“adjusted” on 
that detached, scientific plane. They 
have been made by negotiating be- 
tween employees and employers mo 
tivated by self-interest on the narrow 
plane, by compromise, often by ece 
nomic war (strikes and lockouts) 
with a strong class angle—and, in 
more recent years, by Government 
intervention which always ended by 
getting labor some or all of its de- 
mands. 


Well, from all the signs, labor 


will continue on the “winning” side 


NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Ameri- 
cans. This is number twenty-six of a series. 


ScHENLEY DistiLters Corp., N. Y. 





Variations 


A tobacco blender and a _ whiskey 
blender have much in common. Each 
has to strive hard—very hard to keep 
his end-products uniform. Each knows 
that there is no uniformity in nature. 
And each deals with nature’s raw ma- 
terials. 

If you are a cigarette smoker you 
probably smoke a blended cigarette. 
Your cigarette, then, is a blend of Vir- 
ginia, Turkish, and Burley tobaccos; 
perhaps some Maryland, too. And these 
tobaccos vary from year to year, because 
of variable growing conditions such as 
soil, sunshine, rainfall, fertilizer, etc. 
And, then, the tobacco leaves, on single 
plant, vary. The leaves at the bottom 
of the stalk are different from those in 
the center, or at the top. And the to- 
bacco blender has to do something about 
all this to keep your cigarette uniform. 

Originally, many combinations were 
created. Finally, the blender selected one 
and said—‘That’s it!” It was put on the 
market, you liked it, and the brand was 
a success. But uniformity has to be 
maintained or you would begin to com- 
plain about it. So, year after year the 
blender must compensate for the lack 
of uniformity in his raw materials by 
varying the quantities of the grades of 
different types of tobaccos he uses to 
produce an end-product that is reason- 
ably uniform. And the cigarette you are 
smoking today may have tobaccos of 
various ages in it—some 1942, 1941, 1940 
or 1939. 

Well, the skillful blender of whiskies 
is confronted with the same variables in 
raw materials. Grain varies from year to 
year for exactly the same reasons. Not 
much opportunity for variations in the 
yeast, because the distiller’s pure culture 
is carefully guarded. But barrels do vary 
greatly, and barrels, you remember, are 
considered one of the raw materials in 
the production of whiskey. 

So, you see, the whiskey blender not 
only uses whiskies of various ages, but 
he uses different types of the same age 
to compensate for natural variations. 
And, if he is very skillful and has at 
his command a great library of whiskies 
of different types, he can produce, for 
your taste, a uniform blend of whiskies, 
year after year. 

Yes, there is more than a _ reddish- 
brown alcoholic beverage in the bottle. 
There ts artistry, skill, patience, precision 
and control ... and pride of achievement. 

MARK MERIT 


of ScHENLEY DisTILLERS Corp. 


FREE—Send a postcard or letter to Schen- 
ley Distillers Corp., 350 Fifth Ave.. N. Y. 1 


_N. Y. and you will receive a booklet con. 


taining reprints of earlier articles on vari- 
ous subjects in this series. 
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with the help of the Government— 
only there is a very real question 
whether the long-run “winnings” 
will be the pure gold that labor 
seems to imagine. Labor is going 
to get higher hourly wage rates. But 
it can not have it both ways. If wage 
increases continue to outrun in- 
creased production per man-hour 
—as they have persistently done in 
recent New Deal years and even 
more during the war years—we will 
not get high level employment out 


of private investment and the pur- 
chasing power of consumers in the 
aggregate will eventually be reduced 
rather than increased. 

The probable consquences will be 
in the following sequence: (1) There 
will be a squeeze on profits, in which 
the chief factors will be increased 
unit labor costs and ceiling selling 
prices; then, (2) an eventual relaxa- 
tion of the price and rationing con- 
trols, followed by a rise in prices of 
manufactured goods. 








A WELCOME HAND TO BELL SYSTEM WAR VETERANS 


Some day we shall have the pleasure of welcom- 


ing back to the Bell System the men and women 


who are now in the armed forces. They number 
more than 55,000. Some 3500 released from 
service are already back with us. We sliall have 


a warm welcome for the rest as they join us 


again. Not only shall we be glad to see them 


personally but we shall be glad of their skill 


and energy for the big tasks which face the Bell 


System in the future. 


BELL TELEPHONE SYSTEM 
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How far the rise in prices of man. 
ufactured goods will go, if the wage 
rates are further raised, will depend 
mainly on whether and how soon 
output per man-hour can be brought 
into a normally profitable relation. 
ship to wages. That will require rad 
either (1) a considerably greater in} peti 
crease in producing efficiency than§ incl 
has been attained at any time over} kno 
the past twenty years; or (2) a cessaf fore 
tion in the wage demands of the up | 
organized labor minority while the tifie 
rest of us catch up at least part wayf sour 
—farmers excepted. (They are doing} The 
all right.) f -on 

The damage done to our econom f earl: 
—and to the American people as aff evid 
whole—by uneconomic wage policy sales 
will be in large measure concealedf sive 
or deferred, as long as we have large can | 
war production, but will come home N¢ 
to roost most tragically when wef sible 
have returned to peace. Now theff can « 
Government—present and future tax migh 
payers—is subsidizing manufacturingff be tw 
(and other business) operating coss§in s 
in very large degree. When highef{ migh 
wage costs produce a decline in confor it 
porate pre-tax earnings, the major cent. 
part of the bill is footed by the Trea much 
ury via lower tax intake. ian b 

Henry Ford, being a_ businesffexces: 
man, had productivity—as well agwhetl 
wages—in mind when he said referal | 
cently he was ready to raise wagesgantici 
if labor would give him an honesf*catcl 
day’s work for an honest day’s paygcent c 

If labor doesn’t do exactly that-§ So | 
more specifically than Mr. Ford puf-of F 
it—our economy is not headed fogsbilit 
post-war “normalcy” but for no eniglands 
of disappointment and frustrationgimow 
Only those who would like to see alffthe fi 
of us look to the State for our jobffthis. | 
—especially the Communists—will bas brig 
pleased. to bea 

Industrial wage workers now hav read 
a “take home” of about $32,000, idvan. 
000,000 a year, the increment ovep'Ve 
1939 being accounted for as follows'®¢ 5 
Increased employment, 32 per cenig Phil 
increased hours, 16 per cent; ig'@@nc 
creased overtime premium, 10 pé 00,001 
cent; movement from lower to high¢'*dit 
pay industries, 10 per cent; increag™@ © 
in straight-time hourly earnings, gt !i 
per cent. These are Department @) !: 
Commerce estimates. The samgncr 
agency estimates that, even und over! 
full employment conditions aft Lig4: 
the war the present $32,000,000,00§" W 
total of industrial wage paymenf’t cu 
will shrink by about one-third 8% t 
over $10,000,000,000 a year. M44 it 

Full employment and_ excessiV thy 
wage costs, however, just don’t com * y" 
in the same package. That is wih.” 
a further rise in basic wage ratq;> 
will seem to me, on the whole, mo - 
deflationary than inflationary. 































_ man: 
Wage A Study of Philco 
epend 
soon 
‘ought (Continued from page 38) 
lation. 
equire} radios—was always decidedly com- 
ter in} petitive. Various other companies, 
; than including some large and_ well- 
e overf known ones, made radios long be- 
1 cessa.¥ fore Philco did—but Philco wound 
of thef up in top trade position. That tes- 
ile the tifies to the “know-how” and _ re- 
rt way sourcefulness of its management. 
> doing} The great emphasis put on research 
-on which the writer commented 
onom§ earlier in this analysis—is further 
le as af evidence of aggressiveness. So far as 
polic§ sales and profit margins are respon- 
icealed§ sive to the management factor one 
ve large can have confidence in the outlook. 
e home§ Nevertheless, the question of pos- 
nen wef sible per share earnings after the war 
ow thefcan only be highly conjectural. Sales 
ure tax might be $100,000,000 or they might 
ucturingf be two-thirds that, or even only halt 
ng cosifin some years. Operating profit 
. highe—f might be 15 to 17 per cent of sales, 
» in corfor it might be cut to 10 to 12 per 
2 miajomeent. ‘here is a question as to how 
e Treasgmuch of the coming increased civil- 
ian business will be done while the 
businesgexcess profits tax is still in effect; and 
well affwhether thereafter the effective Fed- 
said referal tax rate during the period of 
se wagefanticipated active business — the 
2 honeif*catching up” period—will be 50 per 
ay’s paygcent or 40 per cent or go per cent. 
ly that-§ So fancy figuring—guess-estimating 
Ford puf-of Philco’s post-war per share pos- 
aded fopsibilities runs all the way from a 
r no enfghandsome $6 a share or so to 
istrationgamounts much more moderate. Only 
to see algthe future can give the answer to 
our job this. If one assumes that that future 
s—will bis bright, it is nevertheless prudent 
lo bear in mind that the stock has 
now havégllteady had a very large percentage 
$32,000 idvance. Bullishness on it would 
rent ovepve a more solid basis if the stock 


































s followg're 5 to 10 points lower. 
per cet Philco has maintained a strong 
cent: i itancial position. It has used $25,- 


00,000 of its $30,000,000 “V"’ loan 
edit as part of its working capital. 
Bnd carries this bank loan as a cur- 
ent liability. It matures on Janu- 
ty 1, 1946, but may be paid off 


/ 


1, 10 pa 
to highe 
; increa 
rnings, $ 


rtment 6 : : 
‘he sampooner with funds received from 


overnment contracts. At the end 
[1943 only $15,000,000 of the “V" 
00,000,004 Was used, and at that time, the 
payment et current assets were $14,272,834. 
e-third 0 the end of the third quarter of 
- 044 it is understood that cash and 
- .povernment securities were well 

excess"hhove the figure at the end of 1943 
lon’t cOMd that net current assets were 
rat is wh ger than at the end of 1943, de- 
wage TalHite the increase of $10,000,000 in 


hole, MO.“ Joan in the interim. 
lary. 


en und 
ons aft 


CTOBER 14, 1944 
STREE 














Aucther 
Continental Achievement 
that AMAZES even us 





Doine the impossible has become such 
a routine matter with us at Continental that we have 
had to continually expand our horizons of what 
human ingenuity is capable of doing. Now and then, 
though, we do get a challenge that stretches even 
our credulity. 

There was the time, for instance, when a customer 
just had to have a special engine of 225-235 H.P. 
within 60 days. Ordinarily, a year would be none 
too much time to draw up the design, make the parts, 
do the testing, remove the bugs, and get set for pro- 
duction, but all that had to be shrunk down into a 
60-day period. It was not only asking the impossible ; 
it was flaunting all reason. 

But Continental did it — in exactly 59 days, and 
the finished product exceeded all expectations! 

It is one thing to have the know-how for tackling 
these many and diverse power problems, and quite 
another to have the production skill for doing the 
impossible with split-second co-ordination of all 
hands. Continental has both —a fact that holds 
tremendous promise for the age of peace when the 
power to win will be even more significant than the 
present loosening of power for the destruction of 


enemy forces. 
| S President 


(Continental Motors [orporation 
MUSKEGON, MICHIGAN 


TO WIN 
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Sour Note in Concert of 
South American Nations 





(Continued from page 19) 


corrupt, but, with the Army backing 
them and with no effective political 
opposition, there was not much 
chance of removing them. In the 
Summer of 1943, however, when it 
became apparent that the discred- 
ited land-owning oligarchy would 
force still another candidate on the 
country (an owner of about a mil- 


lion acres in the North), the Army 
took matters in hand and staged a 
revolution. 

Unfortunately for the country, the 
first army group in power, the 
Raminez clique, decided against 
calling elections, thereby losing the 
popular support, and when its for- 


eign policies eventually bogged 
down, about the only alternative 
was to hand the reins over to 


an ultra-nationalist, fascist-inspired 
group of colonels whose ambition it 
is to rebuild Argentina into a self- 
sufficient corporate state. The Army 
fascists have already placed “com- 





“lll be doggoned! A drug store 


that fills steel 


Your friend, the neighborhood drug- 
gist, would find some things strangely 
familiar if he walked into a certain 
room in the Armco Research Labora- 
tories. He’d be reminded of his row 
of prescription drugs when he saw 
the counter-bin holding some 70 dif- 
ferent alloys and metals. In place of 
his mixing mortar, he’d see a small 
electric furnace for melting these 
metals together into experimental 
30-pound ingots. 

Just as doctors’ prescriptions re- 
quire different drugs, so do metal 
specifications require different alloy- 
ing elements. By combining various 
alloys, Armco research engineers have 
created or improved special purpose 
steels for many applications. 


Our experience of over 40 years may 
prove valuable to your company in 
planning post-war products that will 
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prescriptions” 


be even more attractive, more dura- 
ble and salable. We can advise you 
on the grade of sheet steel you can 
best use, as well as on special fin- 
ishes, coatings and fabricating qual- 
ities. Why not consult with us about 
your problems? The American Roll- 
ing Mill Company, 2811 Curtis St., 
Middletown, Ohio. 


HELP FINISH THE FIGHT—WITH WAR BONDS 





Special Purpose Sheet Steels 
FOR TOMORROW'S PRODUCTS 


| 
| 
| 











missars,” the army interventors, over hel 
key areas and in various foreign cor. J 5 * 
porations. The avowed goal is to § 7 
revoke foreign concessions and force ff ¥!"! 
foreign capital to accept Argentine 2 
nationality. They consider them. § '4¢ 
selves as representing the true spirit refu 
and ideals of Argentina which they the 
profess to defend against the Yan. § Per 
kees abroad and against the disfran. f 24" 
chised middle class at home. Thus J 44" 
the revolutions of June last year and long 
of March this year were carried out fund 
by a small group of reactionaries J ©" 
whose roots are in the past rather bash 
than in the future. There is ap J" 
parently nothing to do but to wait F __ 
until the loosely organized, inert 
Argentino voter is forced by cir The 
cumstances to take once more a part 
in molding his nation’s future. — 
Keeping Abreast aver a 
able « 
(Continued from page 42) ll 
: comm 
in Texas. What with one thing and§ At 
another, there has been a consider: Bnet we 
able waning of the scare about our Basets 
future oil resources. lation 
debent 
Post-War Cars 040 sh 
par 50 
Much is “cooking” in the auto-fomme 
mobile industry but far from es 
“jell” stage. For some time to come feeds c 
rumors will be plentiful, known fretirerr 
facts few. Everybody asks what thefivhich 
Fisher Brothers are going to do. As {The pn 
suming they have decided, they areflull di 
not yet saying. Indeed, they say theirfit 55 a 
plans are not formulated. The twofpne sh 
corporations they recently set upBhares 
have charters broad enough to perftock h 
mit manufacture and distribution olf}ggos_ | 
almost anything. It is now a cerfpended 





tainty that at least several companfhey we 
ies will introduce new lightweightfents a | 
models aimed at lowest possiblefg43, pz 
prices. Graham-Paige, under its newgnd the 
management, says flatly it has suchfhe cor 
a car coming up. Ford does nolffore, bh 
deny plans for a “cheap” modelforking 
Other “lightweights” to be hear(ansion 
from are Willys-Overland and Crovperiod. 
ley. On the Pacific Coast Henrfnd of 1 
Kaiser, Lockheed and Consolidated Meng 
Vultee are known to have given, oducts 
to be giving, more than casual conginiture 
sideration to the idea of makin@ude th 
automobiles. Mengel 
anel, “* 
sh-ty pe 
nd “Fle 

Money rates have been “cheap With tl 
for a long time, permitting debt rAtlas ] 
funding at lower interest costs bf of th 
many corporations with high credifiblic its 
ratings. ‘The first big wave of rpJune 3 
fundings was in the electric utililfve bee: 







Rail Refunding 


THE MAGAZINE OF WALL STREERCTOBE 










field, yet pressure of investible funds 


over 2 ° . ° 
js so great that still further savings 









cor- : : 

‘s to gue being found possible here, as 
force p Witness current large Commonwealth 
staal Edison program. However, rail- 
hem. § 10ads have taken the spotlight in 
spirit refundings and from all the signs 
they § te movement will continue to grow. 
Yan. § Perhaps nothing — illustrates — the 
fran. § “ange in rail credit more strikingly 
Thus | ‘han to note that the Erie, not so 
ape long out of receivership, recently re- 
1 out § Unded a bond issue on a 3% per 
raries | Cent basis. And the reorganized Wa- 
ather § bah asks bids for refunding a 4 per 
S$ ap cent issue. 

) Walt 

nc" | the Up and Coming Plywood 
‘ part Industry 





(Continued from page 29) 


B rverage was pulled down by a size- 
able deficit in 1938. The best year 
was 1941 when $2.57 a share on the 
2) common was reported. 


ye and At the end of 1943, Mengel had a 
nsider- Gnet worth of nearly $11,000,000, total 
ut our fasets of $12,561,375. The capitali- 
ation consists of $2,500,000 334% 
debenture bonds due in 1959; 65,- 
040 shares of $2.50 preferred stock, 
par 50; and 417,681 shares of $1 par 
- auto foommon stock. The bonds were 


mi thefisued early in 1944, with the pro- 
» come fect of their sale being used for the 
knownfietirement of a 414% bond issue 
rat thefvhich would have matured in 1947. 
Jo. As The preferred stock has received its 
rey arefull dividends to date; it is callable 
ry theirfit 55 and convertible on a basis of 
he twofme share of preferred for three 
set upBhares of common. The common 
to perfock had received dividends in the 
ition olfgzos but payments had been sus- 
a cerpended for a number of years when 
ompanfhey were resumed in 1941, with 50 
tweighifents a share that year. In 1942 and 
possiblefig43, payments were 25 cents a share 
its newend the same is indicated for 1944. 
as sucifhe company is in a position to pay 
oes noifore, but is building up a larger 
modelforking capital for the expected ex- 
> heardpansion in business in the post-war 
id Crosferiod. Its working capital at the 
— Henrifid of 1943 was $4,929,260. 
olidate Mengel has several specialized 
rivell, 0 ioducts in addition to its plywood, 
ual comfniture, containers, etc. These in- 
makingude the Kemper kitchen cabinets, 
Mengelbord,” a patented plywood 
nnel, ““Mengel doors,” a patented 
lsh-type door, and the ‘“Flexwood” 
id “Flexglass” made and sold joint- 
“cheap with the U. S. Plywood Corp. 

debt rq Atlas Plywood Corp. is the small- 
costs bt of the three. It did not make 
xh crediiblic its gross business for the year 
ve of tJune 30, 1944, which was stated to 
ic utiliffve been 36% above the approxi- 
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as 


*..a trout stream in the 


front yard— mountains 
at the back door...” 


HO’S talking? Just a boy and a 
girl planning their future—the in- 
herent privilege of all Americans. 


In this country you’ve always trav- 
eled where you wished, settled where 
you pleased and tried your hand at 
whatever you chose. 


That’s the American way of life— 
the way the Founding Fathers meant 
it to be. It’s free enterprise! 


Take the case of Solomon Juneau, 
Byron Kilbourn, Alexander Mitchell 
and their associates—pioneer Ameri- 
cans with an enterprising idea. They 
envisioned a railroad extending west- 
ward from Milwaukee to the Missis- 
sippi River. In the face of skepticism 
and hardships, they planned, perse- 
vered, prevailed! 


Built nearly a hundred years ago, 
this railroad became The Milwaukee 


_ 


Road, eventually opening new  terri- 
tory clear to the Pacific Coast. 


Sturdy pioneers—eastern tenant farm- 
ers, and immigrants, too—staked out 
farms in new country and became land 
owners. Clerks, with more courage 
than capital, left secure employment to 
open crossroads stores and become in- 
dependent merchants. Blacksmith shops 
grew to great industries, and territories 
achieved statehood. 


That’s how the American system 
worked yesterday—and will work to- 
morrow. Men with ideas build rail- 
roads, or automobiles, or radios. or 
tractors. They tap new resources, 
found new marts—and constantly open 
new opportunities for others. 


It has proved a good system. Let’s 
not tamper with it—except as we must, 
temporarily, in achieving Victory—lest 
we win the war and lose our liberty. 


THE MAELWAUKEE Roap 


SERVING THE SERVICES AND YOU 





mately $9,000,000 gross the year be- 
fore. The gross profit of Atlas in 
1944 fiscal year was $3,495,523, which 
exceeded the operating profit of 
either Mengel or U. S. Plywood. The 
Atlas taxes were $2,075,000 after de- 
ducting the post-war credit, and its 
net profit of $784,691 was equal to 
$1.66 a share on the common stock. 
For the eight years through 1944, the 
company averaged $1.40 a share an- 
nually. The best year was 1942 with 
$2.08 a share. 

Atlas Plywood had nearly $6,go00,- 
000 net worth at the end of the 1944 
fiscal year, $9,950,500 total assets. 
The company was formed in 1926 
and had a steady growth, but some- 
what slower than that of the other 


two. Capitalization consists ot 49,- 
j16 shares of $1.25 preferred. par 
$20, callable at 27 and convertible 
on a basis of one share preferred for 
two common; and 433,524 shares of 
$1 par common. Dividends on the 
preferred have been paid in full. 
The common stock has been in- 
creased by a 100% stock dividend in 
1929, a 100%, stock dividend in 1943 
and by the sale of 150,000 shares in 
the early part of 1944. The divi- 
dend rate on the common was in- 
creased in the third quarter of 1944 
from 15 cents to Yo cents, and the 
same payment is looked for in the 
last quarter, to bring the total for 
1944 to 70 cents a share. 

Atlas has specialized in plywood 
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How To Trade With 
Automatic Plan 


This automatic plan originated 
by an operator with 50 years’ 
experience can be used success- 
fully by individual investors and 
managers of security portfolios. 
Uncertainties over when to buy 
and when to take profits are 
removed. A substantial decline 
is as welcome as a sustained 
rise. Send $1 for Summary of 
plan 


WEBB PUBLISHING CO. 
2 East Avenue, Larchmont, N. Y. 
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Would you like to 


WHAT check your — 
INVESTMENT that of Babson? 
I li : d 
POLICY velit, wok 
NOW? oe elt ct You 
whether our strategy 

tion. Write Dept. M-20. 

BABSON'S REPORTS 
Incorporated 


to us with a list 
is to Hold or Switch. No cost or obliga- 
BABSON PARK 57, MASS. 





containers, and is considered the 
largest maker of packing cases in 
the United States and Canada. They 
are used in a great number of ways, 
from small ones for textiles to very 
large ones for automobiles, farm 
machinery, etc. During the war, the 
major part of the company’s prod- 
ucts have been used by the armed 
forces. In order to supply the need- 
ed lumber, Atlas has acquired a 
large amount of standing timber, 
and has entered the logging business. 

While all three of the plywood 
company stocks have had substantial 
advances from the lows of the past 
few years, they do not seem to be 
seriously overpriced, in view of the 
expected prosperous business en- 
visioned for the peace-time markets. 
The expansion in the use of plywood 
in building, for containers, etc., has 
led to the belief that the post-war 
years may surpass those even of the 
war period. 

These companies do not have any 
conversion problems, for it will be 
a matter of turning out much the 
same products as for the Govern- 
ment. All three have maintained 
some of their civilian trade, where 
supplies were obtainable, and _ all 
have some large orders, waiting for 
the materials to fill them. As is the 
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case in industry in general, the tax 
question will have a great bearing 
on future earnings, as the major 
part of their recent income was paid 
out in taxes and the repeal of the 
excess profits tax would be a great 
boon to them. Speculative invest- 
ment purchases, if made during sub- 
stantial reactions, appear to hold 
much above average promise for the 
longer term. 





Small Companies With 
Strong Growth Prospects 





(Continued from page 22) 


fundamental consideration impart- 
ing definite growth potentials to this 
industry. 

Real growth factors exist in the 
plywood industry, recently discussed 
in detail in the Magazine. Atlas Ply- 
wood during the post-war cycle 
should confirm and_ extend _ its 
marked growth trend during the 
past decade. Mengel Co. with its 
new interest in plywood added to its 
diversity of wood products should 
be able to improve markedly over 
its erratic pre-war record. 

The strong secular growth trend 
in the development and use of metal 
alloys brightens the longer range 
outlook of such alloy makers as Rust- 
less Iron & Steel Co., Fansteel Metal- 
lurgicalh Bohn Aluminum = and 
others, especially those specializing 
in light metal alloys. Alloys for nu- 
merous purposes promise to be in 
increasing demand and new combi- 
nations, many still military secrets, 
and new uses in wider fields are an- 
ticipated. While competition will be 
keen as a result of war-expanded ca- 
pacity, industry growth should con- 
tinue. 

In the tire industry, Lee Rubber 
and Norwalk Rubber present typical 
examples where small units of an in- 
dustry stand an excellent chance to 
improve their relative position by 
capturing a proportionately larger 
share of the post-war market. Lee of 
course did well before the war, with. 
a steady growth trend during the 
Thirties, and should have no diff- 
culties in extending this trend. Nor- 
walk’s past earnings were meagre 
and erratic and tire building capac- 
ity was small. The latter now has 
been expanded, enabling the com- 
pany to command a larger share of 
the future market. It will be up to 
the management, of course, to be- 
come entrenched in the improved 
position that will almost certainly re- 
sult from the coming scramble for 
civilian tires. 

In discussing growth potentials of 
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the companies mentioned in this ar. 9 on 
ticle, there is no intention to imply § rw 
that their future growth is a fore. # ten 
gone conclusion. All that can bef pai 
done is to point out where oppor § the 
tunities for growth exist. Selection f pet 
of growth stocks has never been af tua 
simple matter and additionally re. § not 
quires painstaking examination of f ovei 
all pertinent factors on an individual J mer 
basis, such as has often been done § sion 
in the Magazine. The companies § not! 
mentioned, however, operate _ inf thor 
fields where growth potentials are cons 
obvious or else should benefit from J tren 
new processes, diversification, plant § invo 
and financial expansion. 

Strictly new industries such a 





electronics, television and many Inte 
synthetics in the plastics and fibre 

field are predominantly speculativeR __ 
with no assured growth trend, car 

ingswise, in prospect for at least 

some time to come though volumeffraril) 
may gain fantastically as formerly fof ea 
in radio. On the other hand, new in-§ ment 
dustries out of the pioneering stage (if c« 
such as air conditioning, plywood.filer re: 
light metals, new processes in metalffindefi 


fabricating and even aircraft manu 
facturing (if deflated to normag, 
levels) appear to offer better pros Disse 
pects of producing genuine growtiffor F 
companies during the next busines 
cycle, suitable for investment with- 
out undue risk of capital. It is in 
these fields where many small oor co 
medium-sized enterprises, fed  biftotal « 
large war orders, have flourishedfSi08.6 
gained new and more diversifiedfSi1.4 
know-how of production and _ getfle ma 
erally assumed a more impressivfproduc 
stature which should enable thenfproject 
to capitalize handsomely on futurffor a 
opportunities, to compete _ bettelfpendin 
with their larger or old-establishedfnd co 
rivals, to capture a larger slice Offures, j 
available business, to entrench themfncrease 
selves more firmly. The latter, ilffrease ; 
particular, will be the cherished goifion in 
of every maker of consumer durablffias_ an 
goods. izable 
In spite of the multitude of potetfigqi ou 
tial growth situations that sugge#4% (al 
themselves, the investor still faces Jet now 
dilemma. In many, probably ifificult 
most situations discussed in this afspecial] 
ticle, growth for some time has beeffices. 
a general expectancy, and whef Never 
growth is generally expected, thing will 
price is rarely reasonable. In oth¢fal wit 
words, most of the growth prospetflrables 
now in sight along our industrifpok for 
front have been largely discountediils. M 
some over-discounted. “Timing ®ormou 
purchases thus is all-important allimer di 
future market reactions will off the p 
far better buying opportunities thafdustrie: 
current price levels. There is al Appenc 
other point to remember. If an ‘number 
vestor chooses newer companies W!Enditure 
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his ar- 9 only a short record of expansion, he 
imply § runs the risk of being deceived by 
a fore temporary prosperity. Not all com- 
an bef panies will succeed in maintaining 
oppor f their growth record; some, for com- 
lection petitive or other reasons, may even- 
seen af tually run into serious difficulties, 
lly ref not the least of which may root in 
ion off overextension, a frequent pheno- 
ividual J menon in periods of business expan- 
1 done sion. Thus, as to selection, there is 
ypanies f nothing that can take the place of 
ite inf thorough individual analysis and 
als arefconstant review of fundamental 
t from ends in industries ‘and companies 
, plant involved. 
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volumeffrarily check the company’s recovery 
prmerly fof earning power, and the manage- 
new in-gment’s policy of debt reduction may 
o stageff (if continued, as appears likely) de- 
lywood. fer resumption of dividend payments 
n metal indefinitely. 
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5 il 
mall offfor consumer durables. Even then, 


fed biftotal outlays would only amount to 
urishedf$108.6 billion, leaving a “deficit” of 
versifiesi1.4 billion which somehow must 
nd genfie made up if our gross national 
PICssiNe product is to be sold. Even so, the 
le thenfprojected expenditures would call 
1 futurior a record volume of consumer 
bettepending. In terms of 1941 dollars 
ablished nd compared with 1941 expendi- 
slice offures, it would call for a $4 billion 
ch thenfncrease in durables, a $5 billion in- 
atter, llrease in non-durables and a $4 bil- 
hed goiffion increase in services, and 1941 
durablifas an excellent year. ‘These are 
able increases indeed, exceeding 
941 Output anywhere from 14°; to 
4% (allowing for price change) and 
et nowhere sufficient, though it is 
lifficult to visualize higher outlays 
specially for non-durables and ser- 
ices, 
Nevertheless, even greater spend- 
g will be necessary to achieve the 
In othéfoal with special emphasis on non- 
prospeqrables and services where we must 
ndustrifok for greatest expansion poten- 
scountegils. Much is being said about the 
iming #ormous deferred demand of con- 
tant alfimer durables and much is made 
will offff the potentials of these “backlog 
ities thifdustries,’” but what about it? 
re is a{Appended is a table listing, over 
If an $number of years, consumption ex- 
anies Wifnditures in typical backlog indus- 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


STATEMENT OF CONDITION 
SEPTEMBER 30, 1944 


RESOURCES 


Cash and Due from Banks . . 


U. S. Government Obligations, direct 
and fully guaranteed . ren 


State and Municipal Securities 


Other Securities . . ... 
Loans, Discounts and Bankers’ 
Acceptances. .. . 


Accrued Interest Receivable 
Moctaages.: 5 Hie 
Customers’ Acceptance Liability 
Stock of Federal Reserve Bank 
Banking Houses . . . . 
Other Real Estate. . . . 
Other Assets . . . 


$ 848,832,253.32 


2,601,379,080.21 
109,634,995.15 
129,265,455.66 


913,836,757.48 
9,346,561.26 
6,575,211.47 
8,000,775.20 
7,050,000.00 
35,060,082.16 
4,417,943.17 
1,984,698.79 


$4,675,383,813.87 


LIABILITIES 
Capital Funds: 
Capital Stock . $111,000,000.00 
Surplus . . . 124,000,000.00 
Undivided Profits 48,613,239.21 


$ 283,613,239.21 


Reserve for Contingencies . 
Reserve for Taxes, Interest, etc. 
Deposte 6 ws. mes 


Acceptances 
Outstanding . . $ 10,007,718.69 
Less Amount in 
Portfolio . . 1,843,7 15.80 
Liability as Endorser on Acceptances 
and Foreign Bills . . . .. . 


Other Liabilities . 2. 2. 4s 








10,836,059.52 
9,566,062.98 
4,352,959,552.52 


8,164,002.89 


28,422.62 
10,216,474.13 


$4,675,383,813.87 


United States Government and other securities carried at $830,458,- 
265.00 are pledged to secure U. S. Government War Loan Deposits 
of $659,718,998.41 and other public funds and trust deposits, and for 


other purposes as required or permitted by law. 


Member Federal Deposit Insuramee Corporation 











tries. It shows that such outlays in 
1941 totalled only $8.6 billion, a 
fairly close approximation of the 
total of $9.1 billion embracing all 
consumer durable goods expendi- 
tures for that year. For post-war, 
we have projected a total of $16.2 


billion which adjusted to 1941 dol- 
lars would approximate $13 billion 
or 44% over the 1941 figure. In 
the light of this, it is evident that 
even doubling 1941 sales of con- 
sumer durable goods, and this would 
be a generous expectation not like- 
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ly to be realized in any one year, 
would fail to make a decisive dent in 
the “spending deficit” of $11.4 bil- 
lion previously established. 

True, there is also the important 
matter of accumulated savings and 
some of them must be expected to be 
expended after the war. We shall 
deal with this later. As to durable 
consumer goods, existing backlogs 
of demand will hardly be filled in a 
single year; rather such spending is 
likely to be spread out over two or 
three years, perhaps longer depend- 
ing on general economic conditions. 
Durable goods, after all, are post- 
ponable and therefore most sensitive 
to economic conditions and_ price 


trends. The backlog potential con- 
ceivably may be considerably 
thinned for any one year, should 


consumers decide to hold out for 
lower prices. Another possibility as- 
sumes increasing importance, name- 
ly dilution of the replacement boom 
by a fairly long drawn out transi- 
tional period, the time between VE 
and VJ. It will take the cream off 
the post-war boom, minimizing 
boom level potentials thereafter 
when full reconversion is completed. 

Estimates of accumulated indivi- 
dual savings run high but little is 
known about their distribution and, 
without the latter, only very general 
spending implications can be at- 
tached to their existence. Also, 
whatever their aggregate amount, 
not all by any means can be consid- 
ered expendable, and strange as it 
may sound, large segments of our 
population have either no savings or 
very small ones. The matter of dis- 
tribution thus assumes major impor- 
tance and here, unfortunately, we are 
very much in the dark. Conversion 
of savings into goods, however, is 
naturally subject to important limi- 
tations and reservations. Consumers 
may be fearful of the future, and 
therefore cautious in their spending. 
Should the  reconversion process 
prove slow and difficult, with con- 
siderable unemployment, a goodly 
part of existing savings, probably 
the most volatile part, may soon be 
used up and thus, for instance, could 
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not be expected to bolster durable 
goods buying. In short, the gen- 
eral economic climate and its effect 
on spending mentality will impor- 
tantly govern the channelling of sav- 
ings into goods and services or, on 
the other hand, determine retention 
of savings rather than their spending. 

Still and all, it may be a reason- 
able estimate that some $3 billion 
annually, in the years immediately 
following the war, may be converted 
into goods and services. If so, this 
would reduce our projected “spend- 
ing deficit” to somewhat over $8 
billion, an amount large enough to 
vet us started on a deflationary trend. 
Either that or the Government must 
step in by somehow making up the 
difference in demand. It can do that 
by pumping funds into the nation’s 
income stream as outlined in our 
earlier blueprint of post-war eco- 
nomic policy. It can finance ex- 
ports, start big public works pro- 
erams. ‘There are many possibili- 
ties but there is no assurance wheth- 
er in their aggregate they can bulk 
big enough to achieve the desired 
end. During the last depression, for 
instance, maximum pump-priming 
efforts never exceeded $3.5 billion in 
any single year; road building never 
came higher than $2 billion a year. 
Even forced exports could hardly get 
the total to exceed $8 billion which, 
assuming imports of $5 billion, 
would raise net exports to only $3 
billion from the projected $2 billion. 

Moreover, all such steps would be 
distinctly inflationary, requiring new 
funds for the Government, increasing 
the debt and interest burden and 
further putting off the day when we 
can think of debt reduction. As an 
inevitable corollary, it would void 
the prospect of tax reduction, a 
requisite for high level production. 
Yet it is more than probable that 
without Government sponsored in- 
jection of purchasing power, there 
is no prospect of selling a national 
product of $170 billion. Farm in- 
come, now exceeding $20 billion, is 
bound to decline considerably unless 
protected by price support policies. 
Income in manufacturing industries 
is estimated to shrink one-third with 
the return to the forty-hour week, 
even if employment continues at a 
high level. Deflation of the income 
stream, especially during transition, 
is a virtual certainty. It will have 
the usual depressing effects on agri- 
cultural prices, farm income and dis- 
tributive profits but beyond that it 
will also tend to deflate post-war 
boom potentials to an as yet un- 
known degree. This is why the 
longer range implications of recon- 
version of industry weigh heavily on 
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present-day stock market thinking. 

As cautioned before, the foregoing 
projections must not be viewed as a 
forecast (which no one is in a posi- 
tion to make) but rather as a realistic 
attempt to examine the problems of 
tomorrow in the light of past experi- 
ence and under consideration of fac 
tors which we know will operate in 
the future. Other factors, neither 
known nor predictable, may enter 
the picture and to that extent, any 
theoretical projection must neces- 
sarily be incomplete. 

But whatever the lack of finality, 
the conclusion is justified that doub- 
ling our national product and na 
tional income—to carry our debt- 
is a formidable problem and there is 
no assurance that it can be done in 
orthodox fashion. Soberly viewed, 
this prospect should take some of the 
froth from the heady cup that has 
been passed around among those 
who see a post-war boom of great di. 
mensions based on pent-up demand 
and nothing else. The latter, we 
most regretfully conclude, is not 
nearly enough; actually it shapes up 
as a relatively minor though definite 
ly helpful factor relative to the total 
problem which after all is perme 
nent, not temporary such as backlog 
invariably are. 

Little wonder then that the mar 
ket finds it difficult to make up it 
mind. The question is not onl 
whether we are heading for inflation 
or deflation, important as it is. It 
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is the entire range of deep-seated 
problems that arise with the poss 
bility of our embarking on a con: 
pensatory economy, what it will dg 
to industry’s position, earnings and 
future prospects generally. Uniti 
these things are clarified, or begin 10 
be clarified, until we know what w4 
are heading for, the stock marke 
can hardly be expected to undertakf 
decisive major moves. 





Opportunities for Income i 
Bonds and Stocks 





(Continued from page 39) | 
ARGENTINE REPUBLIC: Holde! 
of this Republic’s 10 year sinkin 
fund external loan 414% bonds du 
November 1, 1948, have been not 
fied that $903,000 principal amoul 
have been drawn for redemption 0 
November 1, 1944, out of moneys! 
the sinking fund. 


HACKENSACK WATER CO.: Ti 
company’s $1.75 preferred class “ 
stock listed on the New York Sto 
Exchange sold as high as $38 t 
year. It is callable at $26. Recent! 
it declined to $27.50. On June ! 
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bonds are included where outstanding price investment policy. But it is important that you hold favored stocks in 


y0preciation is indicated. 


Low-Priced Opportunities . . . Securities in the 
w-priced brackets with the same qualifications 
for near-term profit. Average price under 10. 


. for the employment of your surplus funds 


a ie erbar conte. The new lower-priced Forecast . . . announced 22 months ago 
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Market Forecasts . . . Every week we review 
and forecast the market, giving you our con- 
clusions as to its indicated trends. Dow Theory 
Interpretations are included for comparison. 
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wire you in anticipation of decisive turning 


points and market movements. 
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definite market counsel and special selection of 
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and securities. 
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Enroll With 2. Our Low-Priced Opportunities for Profit; for 


1944, the Company’s president stated 
that directors were considering call- 
ing the preferred class “A” stock and 
whether a reduction in the dividend 
rate might be accomplished without 
call. He added that an early de- 
cision was not anticipated. Obvi- 
ously, purchasers of this stock above 
the call price face either loss of capi- 
tal in the event of its redemption or 
a smaller income return should the 
dividend rate be reduced. ‘This is 
another instance of investors paying 
a substantial premium above the call 
price, and which this column has 
stressed repeatedly the possibility of 
loss of capital by so doing. Inciden- 
tally, the lowest this stock sold in 
1943 was $35 or g points above re- 
demption price. 





Shifts in Investment Trust 
Holdings 
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ties 5%. In the industrial group, 
there is fairly heavy concentration 
in oils, merchandising shares, food 
and beverage companies, banking, 
insurance and finance, automotive 
and general manufacturing, in the 
order given. 

In other words, percentage changes 
of Lehman Corporation during the 
first half year were minor, in marked 
contrast to those of Atlas Corpora- 
tion and some other investment 
trusts. Lehman continues about 
go"% invested with holdings largely 
consisting of high-grade issues ren- 
dering purchase “of ‘Lehman Corpor- 
ation stock virtually a speculation on 
the Dow average. 

Comparison of the investment 
changes of the two companies dis- 
cussed underlines the difficulty, or 
rather impossibility, of drawing gen- 
eral conclusions from composite 
portfolio changes of a majority of 
investment companies. They could 
only assume significance if there were 
distinct uniformity of policy which 
obviously is not now the case. In 
other words, they can do little to 
enlighten the investor as long as they 
reflect differences of opinion among 
individual managements unless the 
investor is inclined to choose sides. 
This situation is more or less nat- 
ural; the objectives of investment 
companies are frequently at variance 
not only among themselves but with 
those of individual investors. This 
is the very reason why participation 
in investment funds, though suitable 
to some investors, is not held desir- 
able by others, especially those who 
are reluctant to swap above aver- 
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age appreciation potentials for the 
benefits of diversification and super- 


vision characteristic of investments 
in investment trust shares. 





As I See it 
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caution and sound judgment. We 
know today that Woodrow Wilson 
was guided by great spiritual truths 
when he addressed his Fourteen 
Points. And World War II was made 
possible by the impractical and un- 
realistic treaty forced on the world 
by strong-willed men who were 
thinking in terms of revenge in- 
stead of a sound basis for a lasting 
peace. 

The course of 
not run well since 
world has been in a state of con- 
tinuous turmoil and_ confusion. 
From events that have transpired 
and the new political and _ social 
trends in the making, it would seem 
that 1918 marked the end of an 
epoch. It may even be said to have 
been the real end of the igth cen- 
tury as 1815 was in many respects 
the real end of the 18th century. 

What the goth century will bring 
depends on how we plan the peace 


men’s affairs has 
then and the 





when the war with Germany has 
been won. 
e e 
Dividends Declared 
Stock of 
Record. Payable. 
Abraham & Straus, 874c....Oct. 14 Oct. 25 
Amer Viscose pf, a, = 25 .4....008t:. 316 Nov. 1 
Atlas Powder pf, q, $1.25......Oct. 20 Nov. 1 
Eureka Pipe Line, 50c........ Oct. 16 Nov. 1 


Goodyear T & R $5 pf, a, 

BI. hsbc scturisa corner ens Nov. 15 Dec. 15 
Interchemical Corp, 40c........ Oct. 21 Nov. 1 
Interchem Corp pf, $1.50...... Oct. 21 Nov. 1 
Madison Sq Garden, 25c....... Nov. 15 Nov. 30 
Maytag $6 Ist pf, qa, - 30 Oct. 
Pacific Lighting, 4a, tt. 20 Nov. 15 








Puget Sound P & T, 25c tt. 18 Oct. 23 
Sioux City Gas & El 7 

BE le BIOL S 0 6.00. d erie. oleae t. 30 Nov. 10 
Traux Traer Coal 514% pf, 

Pha |b CY ANE See ei Dec. 4 Dee. 15 
Walker (H) Gooderham & 

WOrts BL; Gs ZC; «is s<ss sess Nov. 10 Dee. 15 
Amer Vicose, q, 50c......2... Oct. 16 Nov. 1 


a aed Tob Co Ltd ord 
ire ee i siehe hous be Sea Sept. 1 Oct. 6 


Oct. 6 


1 
Br hea Tob 5% pf ord .054..Sept. 1 Oct. 6 
Br Am Tob 5% pf reg .054..Sept. 1 Oct. 6 
Cerro de Pasco Cop Tic...... Oct. 14 Nov. 1 
Cons Laund pf, a, $1.871%4..... Oct. 14 Nov. 1 
Corn Exchange Bank Tr, 
1 Peg ae ts re eee Oct. 20 Nov. 1 


Goodyear T & Rub, q, 50c...Nov. 15 Dec. 15 
Long Bell Lumber Co (Md) 


Pe WD Biase is kancane cs cus Nov. 11 Dec. 1 
Maytag $3 pf (acc), T5c...... Oct. 16 Nov. 1 
Puget Sound Pulp & Tim- 

OO Ss cnn kon ssa padse keke Oct. 138 Oct. 23 


WwW = Sew Mach pr pf, a, 
oe Oe Cer ee fee Coe Oct. 25 Nov. 1 


ig 50c re Terre Oct. 25 Nov. 1 
Bloomingdale pf, qa, $1.25..... Oct. 14 Oct. 25 
Burlington Mills (ext), 50c...Nov. 15 Dee. 1 
Byers (AM) 7 pf, a, $1.75...Oct. 20 Nov. 1 


Federated Dept Stores 4%4 

“oe ae et ) LA aera Oct. 21 Oct. 31 
Morder’s Inc, gq, 25¢:.........; Oct. 20 Nov. 1 
Kennedy’s Inc, 20c............ Oct. 10 Oct. 20 
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BOOK REVIEWS 


PRICE MAKING IN A 
DEMOCRACY 

EDWIN G. NOURSE 

The Brookings Institution. 541 pp. $3.50 


Focusing his discussion primarily on the prac. 
tical issues of the reconversion period, th 
author re-examines the fundamental principles of 
free enterprise, constructive competition ani 
long-term profit motivation for all citizens of th 
business world. He seeks to show that private 
administration of business in conformity with 
these principles would reduce the demand fo 
government intervention to a minimum and raig 
our national production and general well-being 
to a maximum. 


GIRAUD AND THE AFRICAN 
SCENE 


G. WARD PRICE 
The Macmillan Company. 282 pp. $3.00 


The author, well-known English journalist, ip 
this volume renders an illuminating eye-witnes 
story of the part played by a powerful personality 
in that great enterprise of forcing open the gate 
way to Nazi-occupied Europe through Nort 
Africa. While temporarily obscured, Genen 
Henri Giraud, whose career is the main subjeq 
of the book, may yet emerge as a major figur 
of the new France in the making. His part in 
the Allied North-African campaign therefore da 
serves of more than passing interest. Mr. Pric 
in his book offers much information that my 
become essential to an understanding of late 
phases of the war and post-war period in Europ: 


DIAGNOSIS OF OUR TIME 


KARL MANNHEIM 
Oxford University Press. 195 pp. $3.00 


This is a new book by the author of “Maj 
and Society in an Age of Reconstruction”’ whit 
has won a unique place in modern sociologit 
literature. In discussing the topical problems oj 
our social and political life, the author develop 
his argument in relation to such concrete pres 
ing problems as the meaning of democratic plan 
ning, the sociological function of youth in mo 
ern society, various aspects of the education 
problem and a provocative discussion of Chri 
tian values in our changing environment. Wri 
ten in essay form, the book lends itself readil 
to individual study as well as group discussio 


WORLD ECONOMIC 
DEVELOPMENT 


EUGENE STALEY 
International Labour Office. 218 pp. $1.75 


An interesting, up-to-date summary of wor 
economic planning and development, with parti 
ular attention to social objectives of econom 
policy and to measures that will have to] 
taken, nationally and internationally, to 4 
sure full employment, social security and risij 
standards of living. A realistic approach to 
difficult problem. 


AMERICA UNLIMITED 


ERIC JOHNSTON 
Doubleday, Doran & Co. 251 pp. $2.50 


Calling for development of a ‘‘People’s Capi 
ism,” Mr. Johnston, President of the Unit 
States Chamber of Commerce, with compel! 
enthusiasm comes out for the tried-and-tf 
American maxims of freedom and opportutf 
for all. With his gift for presenting his id 
in a dynamic, delightful way, the author in 
volume succinctly presents his most prof0j 
convictions regarding the economic future 
our country. 


TEN YEARS IN JAPAN 


JOSEPH C. GREW 3 
Simon and Schuster. 554 pp. $3.75 


A contemporary record drawn from the dia] 
and private and official papers of our fom 
ambassador to Japan. This book for the 4 
time tells the full inside story of the decadé 
conflict, intrigue and surprise that culmini 
in the inevitable tragedy of war with Jaq 
Recommended to all students of contemp0 
history. 
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Sound Investment Progress 


Requires a flexible, dynamic program today 








90 Broad Street 





NCE you build a portfolio suited to your per- 
sonal needs, your work is merely started. 


The dynamic nature of business, finance and world 
affairs requires that investment management be a 
continuing function. Investment policies must be 
designed to meet your requirements under circum- 
stances existing at this time and, logically, they 
must be revised as these conditions change under 
war and coming peace developments. 


Constant reappraisal essential 


Today no list of securities can safely be retained 
for an indefinite time. Your holdings must be 
subjected to constant appraisal if results are to be 
successful now with the rapid changes being seen 
in the fortunes of companies, industries and gov- 
ernments. 


This is precisely the function of Investment Man- 
agement Service—a function which the individual 
investor rarely has the time, training or facilities 
to perform single-handed, or with limited assistance 
from ordinary sources. 


Act to protect your capital 


No one can foresee future developments with invasion 
abroad and elections at home. Yet, with capable in- 
vestment counsel you can be informed promptly 
of the action to take on every issue in your account 
when events of decisive importance occur. 






You need not sit by while significant happenings 
impair the value of your portfolio—or while oppor- 
tunities pass you unrealized. 


Investment Management Service can collect the 
facts for you... it can interpret and apply them 
to your securities it Can supervise your in- 
vested funds with the same painstaking care which 
you would provide if you had the broad facilities, 


equipment and specialized experience of our staff. 


Secure better-than-market results 


Results consistently superior to market action have 
evoked comments from our clients such as the fol- 
lowing received from an investor in Athens, 
Georgia, whose account we have supervised success- 
fully since 1935 and who just renewed for another 
year on July 5. 


“Naturally I have been well pleased with the results 
you have gotten for me. I appreciate what you have 
done and I am very glad to have a report which is 
easy to analyze. I am enclosing my check for an- 
other year.” 


If your own results have not been to your satis- 
faction — if your present service has not proved 
productive — we invite you to take advantage of 
the special invitation below. 


ITHOUT obligation on your part, we offer to send you a confiden- 


tial, preliminary review of your portfolio if it exceeds $20,000 in value—commenting 
frankly on its possibilities for capital growth, its income factor and tts diversification. 
Your least favorable issues will be specified. Merely send us your list of holdings and 
objectives in as complete detail as you care to give. 


Sar. 


INVESTMENT MAMAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


q, ik 


New York 4, N. Y. 
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$ Poe IS THE ENTRANCE to the new 
and magnificently equipped re- 
search laboratory of the Chemical & 
Pigment Division of The Glidden 
Company, Baltimore, Maryland. 


It is symbolic of the 27 modern labo- 
ratories in the many Glidden-owned 
plants that stretch across America, 
from Long Island to San Francisco, 
and from Toronto to New Orleans. 
Through them Glidden has become a 
world-famous leader in the manufac- 
ture of paints, pigments, foods, naval 
stores, soya products, metal and pow- 
dered metal products. 


Typical Glidden research achieve- 
ments are: 


Glidden was first to produce isolated 
vegetable protein commercially in its 
great soy bean plant in Chicago. This 
Alpha Protein* was used by Glidden 
chemists to develop and perfect the 
basic formula for Spred, the marvelous 
soya protein paint, to help the paper 


*Trade Mark Reg. U.S. Pat. Off. 


industry secure stronger, better-fin- 
ished papers and to create widely-used 
wallboard coatings. 


Research into inorganic pigments at 
the Glidden laboratory in Baltimore 
has developed lithopones, cadmium 
colors and titanium oxide pigments 
for improved paint durability. An- 
other product of this research is 
Micalith, which saves up to 50% of 
the vital chromium used in zinc 
chromate primers, with actual im- 
provements in paint film. 


The Glidden laboratory and plant at 
Reading pioneered the packaging of 
paints for wide consumer use. 

Powdered iron, copper and lead, 
which can be molded to high precision 
standards with a minimum of machin- 
ing, were pioneered by the Glidden 


ELLD 


metals laboratory at Hammond, Ind. 
Cuprous oxide, used for marine paints, 
also is a major Glidden product. 


The Glidden laboratory at Jackson- 
ville, Fla., has greatly extended the 
application of pine products such as 
rosin, turpentine, pine tar, etc. 


Glidden food laboratories in Chicago, 
working with other Glidden food re- 
search departments in Berkeley, Calif., 
and Elmhurst, Long Island were 
among the first to adapt soya oil to 
the requirements of the nation’s food 
industry. 


Glidden laboratory men have the 
imagination and skill to create new 
ideas and products. Glidden has the 
plants to manufacture these necessities 
for world-wide use. Glidden is one 
of America’s most widely diversified 
industries, and will serve peacetime 
with a greater, more useful list of 
products than ever before. 


The Glidden Company 
National Headquarters, Cleveland, O. 





@ PRINCIPAL PRODUCTS OF THE GLIDDEN COMPANY Paint Division: SPRED, Jap-A-Lac, Ripolin, Spray-Day-Lite, Endurance House Paint, Gliddenspar Varnish 

and a complete line of home and industrial paints, enamels and lacquers . . . Soy Bean Division: Alpha and Gamma Proteins; Lecithin; Soya Meal and Flour; Soya 

Flakes; Soy Bean Oils; Poultry, Dairy and Livestock Feeds . . . Durkee’s Famous Foods Division: Durkee’s Famous Dressing, Durkee’s Margarine, Durkee’s Shortening, 

Durkee’s Cocoanut, Durkee’s Spices and Worcestershire Sauce . .. Chemical and Pigment Division: Titanium Dioxide, Lithopone, Cadmium Colors, Litharge, Red Lead, 

Euston White Lead . . . Metals Refining Division: Powdered Iron, Powdered Copper, Cuprous Oxide, Powdered Lead, Battery Grid Metal, Wilkes Type Metal.. 
Nelio-Resin Division: Synthetic Rubber Compounds, Turpentine, Tars, Rosins, Solvents and other Naval Stores. 
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